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1 1 . In troduc tion.
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The  opening brie fs  present a  s ta rk dichotomy be tween the  broad support of the  revenue

re quire me nt s e ttle me nt a nd pa rtie s  s upporting pos itions  tha t would furthe r broa de n unde r

recovery of costs . The  revenue  requirement se ttlement is  supported by a  wide  range  of inte res ts ,

a nd the  re ve nue  re quire me nt de mons tra te s  tha t Tucson Ele ctric P owe r Compa ny's  ("TEP " or

"Co mp a n y") is  n o t cu rre n tly co lle c tin g  s u ffic ie n t re ve n u e s . Th e re  is  a ls o  g e n e ra l

a cknowle dge me nt tha t TEP  is  re cove ring a pproxima te ly 89% of fixe d cos ts  from ce rta in ra te

classes  through volumetric ra tes . Moreover, the re  is  a  genera l recognition tha t the  Commiss ion's

renewable  and energy e fficiency manda tes  a re  causing reduced kph sa les . However, ra ther than

1 0

11

supporting modifica tions  to ra te  des ign and the  Los t Fixed Cos t Recove ry ("LFCR") mechanism

tha t would mitiga te but not e limina te

1 2

the s e  cha lle nge s , ma ny of the  pa rtie s  a re  ta king

pos itions  tha t would e xa ce rba te  the m. The ir pos itions  would le a d to incre a s ingly ine quita ble

1 3 recovery of fixed cos ts  from TEP ra tepayers  and e ffective ly preclude  any opportunity for TEP to

1 4 ham its  authorized ra te  of re turn.
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TEP 's  obje ctive s  in filing this  ra te  ca se  a re  a pprova l of a  jus t a nd re a sona ble  re ve nue

requirement, and approval of an appropria te  ra te  design tha t provides the  Company a  reasonable

opportunity to collect its  revenue  requirement. Although the re  is  broad and dive rse  support with

re spe ct to re ve nue  re quire me nt, much dispute  re ma ins  a bout ra te  de s ign. The  Compa ny ha s

demonstra ted throughout this  proceeding tha t its  proposa ls , taken as  a  whole , a re  ba lanced and

are  fa ir to a ll its  cus tomers  - not jus t se lect cus tomer groups  or specia l inte res ts . In doing so, the

Company has  been flexible  in its  approach and willing to put forth va rious  options .

This  Re ply Brie f prima rily re buts  va rious  pos itions  ta ke n by othe r pa rtie s , a nd a lso re -

emphasizes  key points  tha t the  Company be lieves  a re  important for the  Commission to consider.

Howe ve r, the  Compa ny is  not a ddre s s ing e ve ry point or a rgume nt include d in its  Initia l Brie f,

a nd the  Compa ny re lie s  on its  Initia l Brie f for a ll points  not modifie d or conce de d in this  Re ply

26 Brie f.

27
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1 11. The Commission should approve the revenue requirement settlement.

2
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The  S e ttle me nt Agre e me nt on re ve nue  re quire me nt is  fa ir a nd re a sona ble , is  supporte d by

a  broa d coa lition  of pa rtie s  with  d ive rs e  in te re s ts ,  wa s  ne gotia te d  in  a n  ope n a nd tra ns pa re nt

proce s s ,  a nd  is  in  the  public  in te re s t.  Ba s e d  on  in itia l b rie fing ,  the re  a ppe a r to  be  on ly th re e

is s ue s  tha t pote ntia lly im pa ct the  re ve nue  re quire m e nt: (i) DOD's  pos ition on the  ra te  of re turn,

(ii) S WEEP 's  re que s t to include  a  s ignifica nt portion of the  cos t of e ne rgy e fficie ncy progra ms  in

ba se  ra te s , a nd (iii) ERICA's  re que s t to e xclude  a pproxima te ly $16,000 re la te d to a  TORS  sys te m

from  TEP 's  $2 .8  b illion  fa ir va lue  ra te  ba s e .  None  of the s e  conce rns  wa rra n t re je c tion  of the

9 broadly supported Settlement Agreement.

A.10 The DOD's Rate of Return should be rejected.
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19 Ye t, th e  DO D fu rth e r o b s e rv e s  th a t

20 3
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The  S e ttle m e nt Agre e m e nt inc lude s  fa ir a nd  re a s ona b le  te rm s ,  inc lud ing  a  re tu rn  on

com m on e quity ("ROE") of 9 .75% a nd a n e m be dde d cos t of long-te rm  de bt of 4 .32% (re s ulting

in a  we ighte d a ve ra ge  cos t of ca pita l of 7.04%).1 The  only pa rty in this  proce e ding tha t dis a gre e s

with  th e  R O E  e s ta b lis h e d  b y th e  S e t t le m e n t  Ag re e m e n t  is  th e  DO D.  De s p ite  th e  ra n g e

re comme nde d by its  witne s s , which e xte nds  to 9.70%, a nd the  a na lys is  pre s e nte d by its  witne s s ,

which supports  a  va lue  a s  high a s  9.80%, DOD a sse rts  tha t the  ROE of 9.75% is  unre a sona ble .

Re ce ntly Auth prize d ROEs  s upport the  S e ttle me nt Agre e me nt's R O E .

DOD s ugge s ts  tha t "this  ca s e  conta ins  irre futa ble  ma rke t e vide nce  tha t the  curre nt cos t of

e q u ity fo r e le c tric  u t ilit ie s  is  n o  h ig h e r th a n  9 . 5 % ". 2

"a uthorize d ROEs  for e le c tric  utilitie s  ha ve  ra nge d from  9.58% to 9 .80%". Ba s e d on this  da ta ,

DO D is  s ugge s ting  tha t the  RO E fo r TEP  s hou ld  be  be low the  a ve ra ge  o f re c e n tly a u thoriz e d

ROEs . The re  is  no e vide nce  in this  ca s e  tha t de mons tra te s  tha t TEP  ha s  lowe r ris k a nd the re fore

s hould be  a uthorize d a n ROE tha t is  lowe r tha n the  a ve ra ge  a uthorize d ROE for othe r ve rtica lly

in te gra te d  e le c tric  u tilitie s .  F urthe rm ore ,  Cha rt l o f Ms .  Bulkle y's  Re butta l Te s tim ony provide s

25
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27 2 DOD Brie f a t 2:17-18.
3 DOD Brie f a t 329.
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more  ins ight into the  a uthorize d ROEs  tha t a re  include d in the  2015 a nd 2016 a ve ra ge s .4 As

shown in tha t cha rt, the  a bsolute  ra nge  of a uthorize d ROE's  for e le ctric utilitie s  wa s  from 9.30%

to l0.30%. The  ROE in the  S e ttle me nt Agre e me nt of 9.75% is  we ll within the  ra nge  of re ce ntly

authorized ROEs and therefore represents a  reasonable compromise between the Parties.

2. DOD's  recommendation is  incons is tent with the  ana lys is  and tes timony

pres ented by DOD's  witnes s , Mr. Gorman.

Although DOD's  brie f a s s e rts  tha t the  e vide nce  de mons tra te s  tha t the  re turn for TEP

should be  no highe r tha n 9.50%, the  e vide ntia ry re cord, including te s timony from DOD's  cos t of

capita l expert, Mr. Gorman, presents  severa l ana lyses tha t undermine  DOD's assertions.

o Based on the  results  of his  analyses, Mr. Gorman establishes a  recommended range

of ROEs from 8.90% to 9.70%, which exceeds the  threshold established by DOD.5

o Mr. Gorma n re ports  tha t the  ra nge  of a uthorize d ROEs  for inte gra te d e le ctric

utility companie s  was  from 9.30% to l0.30%, with an ave rage  of 9.70%.

o Mr. Gonna n re fine s  tha t ra nge  to include  only the  a uthorize d ROEs  in litiga te d

ca se s . Tha t ra nge  wa s  be twe e n 9.66% a nd 9.72% with a  midpoint of 9.69%. Mr.

Gorma n furthe r note s  tha t this  "is  ge ne ra lly cons is te nt with the  high e nd of my

recommended range  of 8.9% to 9.7%".7

o Ex. MP G-24 to Mr. Gorma n's  Re butta l Te s timony de mons tra te s  tha t the  a ve ra ge

a uthorize d ROEs  for ve rtica lly inte gra te d e le ctric utilitie s  in s e ttle d a nd litiga te d

cases have been in the  range of 9.63% to 9.78% over the  period from 2015-2016.8

Ba s e d on Mr. Gorma n's  own a na lys is , the  a uthorize d ROEs  for ve rtica lly inte gra te d

e le ctric utilitie s  ha ve  be e n a s  high a s  l0.30%, but the  a ve ra ge  a uthorize d ROE for ve rtica lly

inte gra te d e le ctric compa nie s  ha s  be e n in the  ra nge  of 9.66% to 9.78%, cons ide ring se ttle d a nd

litiga ted cases . There fore , the  da ta does not demonstra te  that the  ROE ought not exceed 9.50% as

2 0

2 1

2 2
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2 4
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2 7

4 EX. TEP-1 I (Buckley Rebutta l) a t 12.
5 EX. DOD/FEA-4 (Gorman Surrebutta l) a t 4:22.
6 EX. DOD/FEA-4 (Gomlan Surrebutta l) a t 7:6-8.
7 EX. DOD/FEA-4 (Gorman Surrebutta l) a t 7:8-12.
8 EX. DOD/FEA-4 (Gorman Surrebutta l). EX. MPG-24.
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Methodology Lo w Hig h

Cons ta nt Growth DCF" 7.72% 8.71%

Multi-Stage  DCF13 7.89% 7.99%

Average  DCFI4 8.25% 8.10%

CAPM" 8.01% 9.44%

Recommendation

8.70%

9.10%16

I Treasury Bond Risk Premium 9.60% 9.80% 9.70%

1

2

DOD sugge s ts . Furthe rmore , Mr. Gorma n's  own Ex. MP G-24 de mons tra te s  tha t the  S e ttle me nt

ROE is  within the  range  es tablished by the  "marke t".9

3 3. Mr. Gorman's DCF and CAPM results are sign yieantly below recently

4 auth prized ROEs.

5

6

7

8

9

DO D d is p u te s  th e  c o s t o f c a p ita l,  s u g g e s tin g  th a t a ll n o n -Co mp a n y witn e s s e s

re comme nde d  a  ra nge  o f ROEs  be twe e n  9 .20% a nd  9 .50%.10 As  s u p p o rt fo r th e ir

re comme nda tion  tha t the  ROE s hould  be  no  more  tha n  9 .50%, the  DOD s umma rize s  the

a ssumptions  a nd me thodologie s  tha t Mr. Gonna n re lie d on to e s ta blish his  re comme nde d ROE

range.11
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Ms . Bulkle y's  re butta l a nd  re jo inde r te s timony s pe cifica lly a ddre s s  the  a s s umptions  a nd

me thodologie s  re lie d on by Mr. Gorma n.l7 In he r Re joinde r Te s timony, Ms . Bulkle y a ddre s se s

20

2 1
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9 EX. DOD/FEA-4 (Gorman Surrebutta l). Ex. MPG-24.
10 DOD Brief a t 2-3.
11 DOD Brie f a t 7-19.
12 DOD Brief a t 13.
13 DOD Brief at 13.
14 DOD Brief a t 13.
15 Ex. DoD-3 (Gorman Direct), Ex. mpG-17
16 DDD Brie f a t 19.
17 Ex. TEP-11 (Bulkley Rebutta l) a t 55-77. Specifica lly, Ms. Bulkley addresses  Mr. Gorman's
DCF analysis  in her Rebutta l Testimony a t pages 58-63. Ms. Bulkley addresses  the  assumptions
used in Mr. Gorman's  CAPM ana lys is  in he r Rebutta l Tes timony a t pages  63-66. Fina lly, Ms.
Bulkley responds  to Mr. Gorman's  Treasury Bond Risk Premium ana lys is  on pages  66-70 othe r
Rebutta l Tes timony.
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Mr. Gorman's  a sse rtion tha t the  marke t "is  embracing re turns  on equity of 9.5 pe rcent and lower

for e lectric utilitie s". Ms . Bulkley note s  tha t the  da ta  Mr. Gorman re lie s  on identifie s  a  range  from

9.30% to 10.35% for the  2015-2016 pe riod, with a  midpoint of 9.80% a nd a  s imple  a ve ra ge  of

9.73%, supporting the settlement ROE 0>9.75%.18

While  the re  a re  ma ny te chnica l a rgume nts  dis cus s e d be twe e n the  Dire ct, Re butta l,

S urre butta l a nd Re joinde r te s timonie s  of Ms . Bulkle y a nd Mr. Gorma n, a  compa ris on of the

re turns  tha t re s ulte d from Mr. Gorma n's  ROE e s tima tion mode ls  with the  a uthorize d ROEs

8

9

1 0

11

1 2

13

1 4

de mons tra te s  tha t Mr. Gorma n's  DCF a nd CAP M a na lys e s  a re  unre a s ona bly low a nd a re  not

re fle ctive  of the  cos t of ca pita l for a  ve rtica lly inte gra te d e le ctric utility with a  la rge  a mount of

coa l-fire d ge ne ra tion in its  re source  portfolio. Mr. Gorma n s ta te s  tha t the  lowe r e nd of his  ra nge

of re sults , 8.90%, is  e s ta blishe d ba se d on his  DCF a nd CAP M a na lyse s . As  shown in the  ta ble

above , the  ROE results  tha t Mr. Gorman deve lops  us ing the  DCF methodology range  from 7.72%

to 8.7l%. Mr. Gorman's  CAPM re sults  range  from 8.01% to 9.44%.

Over the  period from 2013 through 2016, the re  has  not been a  s ingle  authorized ROE tha t

1 5 is  with in  the  ra nge  e s ta b lis he d  by Mr. Gorma n 's  DCF re s u1 ts .l9 Mr.  G o m la n 's  C AP M

1 6 recommendation of 9. 10% is  53 basis  points  be low the  low end of the  range  of recently authorized

1 7 ROEs  for ve rtica lly in te gra te d  e le ctric  u tilitie s ." The  only me thodology tha t Mr. Gorma n

1 8

1 9

20

2 1

22

de ve lops  tha t is  within the  ra nge  of re ce ntly a uthorize d ROEs  is  his  Tre a s ury Bond Yie ld Ris k

Premium approach, which es timates  the  ROE be tween 9.60% and 9.80%. The  Se ttlement ROE of

9.75% fa lls  within the  ra nge  e s ta blis he d by tha t me thodology. The re fore , the  re s ults  of the

ma jority of Mr. Gonna n 's  a na lys e s  a re  no t re a s ona ble  whe n  compa re d  with  the  ra nge  of

authorized ROEs presented in his  Surrebutta l Testimony.

23

24

25

26

27

18 Ex. TEP-12 (Bulkley Rejoinder) a t 4.
19 Ex. TEp-11 (Buckley Rebutta l), Chart 1 a t p, 12.
20 EX. DOD/FEA_4 (Gorman Surrebutta l), Ex. mpG-24.
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DOD's critique ohMs . Bulkle y's  a na lys is  is unfounded.

The  DOD's  Brie f include s  a pproxima te ly 8 pa ge s  s umma rizing Mr. Gorma n's  critique s

a nd criticisms  of Ms . Bulkle y's  a pplica tion of the  ROE e s tima tion mode ls , the  a ssumptions  use d

in thos e  mode ls , Ms . Bulkle y's  initia l re comme nda tion of 10.30% a nd the  Compa ny's  re vis e d

re que s t for a n ROE of l0 .00%. Ms . Bulkle y's  re s pons e s  to  Mr. Gorma n in he r Re butta l a nd

Re joinde r Te s timonie s  de mons tra te  tha t the  me thodologie s  a nd a s sumptions  tha t she  re lie d on

we re  a ppropria te  a nd re a sona ble .2l Furthe rmore , un like  Mr. Gorma n 's  a na lytica l re s u lts ,

dis cus s e d pre vious ly, compa ring the  re s ults  of Ms . Bulkle y's  a na lys is  to re ce ntly a uthorize d

ROEs, Ms . Bulkley's  ana lytica l re sults  and recommenda tions  a re  within the  range  e s tablished by

recently authorized ROEs for othe r integra ted e lectric utilitie s . While  this  demonstra tes  tha t Ms.

Bulkley's  re sults  a re  reasonable , the  Company and the  pa rtie s  to the  Se ttlement Agreement have

agreed to an ROE tha t is  60 basis  points  be low Ms. Bulkley's  recommendation and 25 basis  points

be low the  Compa ny's  re vise d re que s t, a s  one  compone nt of a  more  compre he ns ive  se ttle me nt.

The re fore , the  is sue  to be  decided in this  ca se  a t this  time  with re spect to the  ROE is  whe the r or

not the  Se ttlement Agreement ROE of 9.75% reasonably ba lances  the  inte res ts  of ra tepayers  and

1 6 sha re holde rs .

1 7 5. Fair Value ROR is reasonable and appropriate

18

19

20 th e  F a ir Va lu e  in c re m e n t,  n o t th e  s e tt le m e n t v a lu e  o f l. 0 % .

21

22

23

24

Although the  S igna torie s  a gre e d to a  S e ttle me nt Agre e me nt tha t include s  a  re turn on the

Fa ir Va lue  incre m e nt of l.0%, the  DOD Brie f focus e d on Ms . Bulkle y's  re com m e nde d re turn on

23 Ho we v e r,  Ms .  Bu lkle y h a d

de m ons tra te d  tha t e a ch  com pone nt o f the  ca lcu la tion  is  ba s e d  on  inve s to rs ' e xpe c ta tions  o f

ma rke t conditions , a nd the re fore  he r re comme nda tion is  re a sona ble .24 More ove r, in he r Re butta l

Te s tim o n y,  Ms .  Bu lkle y u p d a te d  h e r a n a lys is ,  wh ic h  re s u lte d  in  a  re tu rn  o n  th e  F a ir Va lu e

The  pa rtie s  ha ve  a gre e d to a  re turn on the  Fa ir Va lue  incre m e nt tha t isincre me nt of 1.07%.25

25

26

27

21 Ex. TEp-ll (Bulkley Rebutta l) a t 55-77, Ex. TEP-12 (Bulkley Re joinde r) a t 3-11 .
22 Ex. TEp-11 (Bulkley Rebutta l), Chart 1 a t p. 12.
23 DOD Brief a t Z5-27.
24 EX. TEP-10 (Bulkley Direct) a t 60-64, Exhibit AEB-10.
25 EX. TEP-11 (Bulkley Rebutta l) a t 77, EX. AEB-R-2, Tr. (Bulkley) a t 262.
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I I I'll

l lowe r tha n Ms . Bulkle y's  upda te d re comme nda tion. DOD's  summa ry of Mr. Gorma n's  critique

2 of Ms . Bulkle y's  a na lys is  is  not re le va nt for the  Commis s ion 's  de cis ion on the  S e ttle me nt

3

4

5

Agreement. Ra ther, the  Se ttlement Agreement provides  for a  re turn on the  Fa ir Va lue  increment

of l.0%, which has  been agreed to by the  pa rtie s  in the  context of a  broader agreement and tha t

amount is  in the  public inte res t.

6 B. Energy efficiency program costs should not be included in base rates.

7 TEP se t forth its  pos ition on this  is sue  in its  Initia l Pos t-Hea ring Brie f and s tands  by tha t

8 pos ition.

9 c. The $16,000 TORS system should be in rate base.

1 0

11

1 2

13

1 4

As of the  e nd of the  te s t-ye a r, TEP  ha d ins ta lle d a nd wa s  ope ra ting one TORS sys tem

purs ua nt to the  pilot progra m a pprove d in De cis ion No. 74884 (De ce mbe r 31, 2014). The

sys te m is  use d a nd use ful a nd providing e ne rgy to TEP 's  cus tome rs . Howe ve r, the  a mount a t

is sue  is  imma te ria l give n TEP 's  $2 billion ra te  ba se  a nd ha s  no impa ct on a ny ra te  or cha rge .

TEP unders tands  tha t the  remaining $9,984,000 portion of the  TORS program may be  subject to

1 5 a  prudence  review in TEP's  next ra te  case .

1 6 111. The Commission should move towards a fair and cost-based revenue allocation.

1 7 A. CCOSS Methodology.

1 8

1 9

20

S ta ff dis cus se s  the  Compa ny's  Cla s s  Cos t of S e rvice  S tudy ("CCOS S ") in its  ope ning

brie f. Although the  Company be lieves  its  CCOSS is  appropria te , it does  agree  with S ta ff tha t the

CCOSS should be  used as a  guideline , not as  a  rigid structure , for revenue a llocation decisions.

2 1 B. Class Revenue Allocation.

22 It a ppe a rs  tha t the  pa rtie s  who a ddre s se d this  is sue  support a  tra ns ition towa rds  cla s s

23 re ve nue  a lloca tions  tha t re fle ct the  a ctua l cla s s  cos t of s e rvice  s tudy. For e xa mple , S ta ff

24

25

indica te s  tha t "S ta ff' s  long-te nn pla n is  tha t ra te s  should be  ba se d on cos ts  de rive d from the

CCOSS, but tha t it will take  more  than one  ra te  case  to accomplish this  goa l. Larger customer7326

26

27

26 StaffBrie f a t 12.
|
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1 cla s s e s  s e e k a  gre a te r move me nt towa rds  s uch pa rity tha n e ithe r S ta ff or the  Compa ny." The

2

3

4

5

Compa ny's  propos a l on c la s s  re ve nue  a lloca tion is  s ome whe re  be twe e n the  propos a ls  of S ta ff

a nd the  pa rtie s  re pre s e nting la rge  cus tome rs , de pe nding on the  cus tome r c la s s . RUCO did not

ta ke  a  pos ition on re ve nue  a lloca tion in its  brie f, but s upporte d S ta ff" s  a lloca tion in te s timony.

TEP  ha s  a tta che d a  ta ble  (a s Atta c h m e n t 1) tha t s e ts  forth TEP 's  unde rs ta nding of the  curre nt

6

7

8

9

10

re ve nue  a lloca tion pos itions .

As  s e t forth in its  Initia l Brie f, TEP  be lie ve s  its  propos a l ta ke s  the  ne ce s s a ry firs t s te p in

moving cla s s  cos t of s e rvice  a lloca tions  in the  right dire ction a nd provide s  the  be s t opportunity to

re a ch pa rity in  the  ne xt ra te  ca s e . The  othe r re ve nue  a lloca tion propos a ls  a ls o  move  towa rds

pa rity. Ultima te ly, how to  move  towa rd  re ve nue  a lloca tion  pa rity is  a  po licy de c is ion  fo r the

Commis s ion.

1 2 I v .

13

14 A.

The LFCR must be improved to allow TEP to fully cover the lost fixed cost revenues

caused by the Commission's regulatory mandates.

The LFCR can and should be modified in this case.

15

16

TEP 's  Ope ning Brie f e xpla ins  how the  va s t ma jority of TEP 's  fixe d cos ts  a re  re cove re d

through volumetric per kph charges  and cites  to the  extensive  evidence  in the  record tha t supports

17 this . As  bille d kph continue s  to fa ll, TEP  is  le ft with more  a nd more  unre cove re d fixe d cos ts .

18

19

20

21

This  proble m ha s  be e n ra pidly incre a s ing, a nd re vis ions  to the  LFCR a re  ne e de d to pa rtia lly fix the

proble m." In pa rticula r, fixe d ge ne ra tion cos ts  a nd the  re ma ining 50% of de ma nd cha rge s  s hould

be  include d in the  LFCRF0 Without the s e  cha nge s , ne a rly 60% of TEP 's  los t fixe d cos t re ve nue s

due  to Commis s ion EE a nd DG progra ms  re ma in unre cove re d.31

22

23

24

25

26

27

27 See , e .g., Walmart Brie f a t 2-3, Freeport/AECC/Noble  ("AECC") Brie f a t 8-9.
28 See Ex. RUCO-9 (Radigan Surrebutta l) a t 11.
29 TEP Brief at 12-14.
30 TEP Brief a t 16-18.
31 Ex. TEP-7 (Hutchins Rejoinder) a t 4:11-12, EX. TEP-32 (Jones Rejoinder) a t 7:2-6, see  a lso Tr.
a t 1089:23 to 109011 (Higgins)(accepting 41% figure).
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1

2

3

4

5

6

7

8

9

1 0

11

1 2

S ta ff a nd AECC conte nd tha t the  LFCR s hould re ma in hobble d by the s e  re s trictions ,

a rguing tha t the  re s trictions  a re  pa rt of the  origina l inte nt of the  LFCR." But TEP 's  curre nt LFCR

wa s  a pprove d in a  s e ttle me nt-by de finition a  compromis e  of oppos ing vie ws . Tha t s e ttle me nt

was for the  purposes  of tha t case  only, and it did not purport to resolve  the  scope  of the  LFCR for

a ll time . Thus , TEP  is  fre e  to propos e , a nd the  Commis s ion is  fre e  to cons ide r, a ppropria te

modifica tions  to the  LFCR to re flect the  changes  in circumstances  s ince  it was  initia lly adopted.

Moreover, this  case  is  very different from the  last TEP ra te  case , because  the  lost fixed cost

revenue  recove ry problem is  much grea te r than the  la s t ca se . The  problem is  growing inexorably

yea r a fte r yea r. TEP 's  brie f showed how the unrecovered a mount of los t fixe d cos t re ve nue s -jus t

due  to  the  Commis s ion 's  EE a nd DG re quire me nts -ha s  grown from $13 million in  2014, to

ne a rly $20 million in  2015, to  a n e s tima te d $25.7 million in  2016.33 The s e  los t fixe d cos t

revenues  a re  specifica lly intended to recover TEP's  fixed costs  of se rving its  customers , and these

13 los t revenues  a re  specifica lly caused by the  Commiss ion's  regula tory manda te s -EE and DG. It is

1 4

1 5

1 6

re a s ona ble  a nd a ppropria te  to ma ke  TEP  whole  for its  complia nce  with the s e  re quire me nts .

Indeed, the  Commiss ion "must cons ide r" in se tting ra te s  the  cos ts  of complying with Commiss ion

mandates. Ariz. Corp. Comm'n v. P a lm S prings  Util. Co., Inc., 24 Ariz. App. 124, 130, 536 P .2d

1 7

1 8

1 9

20

2 1

22

23

24

245, 251 (1975).

Furthe r, TEP 's  brie f expla ined how the  specific language  in the  Commiss ion's  Decoupling

P olicy S ta te me nt, the  Commiss ion's  orde r in TEP 's  la s t ra te  ca se , a nd the  Commiss ion's  orde r

e a rlie r this  ye a r for UNS  Ele ctric a ll s upport ha ving the  LFCR fully a ddre s s  the  los t fixe d cos t

problem caused by the  Commission's  EE and DG programs.34

Thus , TEP 's  prior ra te  ca s e  s e ttle me nt did not s e t the  LFCR in s tone . Both the  e ve r-

e xpa nding na ture  of the  los t fixe d cos t proble m a nd the  Commiss ion's  own s ta te me nts  wa rra nt

expanding the  LFCR.

25

26

27

32 s ta ff Brie f a t 12, AECC Brie f a t 14.
33 TEP  Brie f a t 14:4-10.
34 TEP  Brie f a t 14-16.
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1 B. Fixed genera tion cos ts  s hould be  inc luded in the  LFCR.

2

3

4

5

6

7

8

9

1 0 7736

11

1 2
37to  re cove r purcha s e d powe r cos ts ."

13

14

15

RUCO a rgue s  tha t ge ne ra tion should not be  include d in the  LFCR be ca use  "purcha se d

powe r is  fungible " a nd "the  Compa ny ha s  ma ny opportunitie s  to a djus t its  e ne rgy s upply".35

RUCO mis s e s  the  point. The  LFCR is  limite d to fixed cos ts. TEP 's  propos a l is  to include fixe d

generation costs. TEP has not proposed including purchased power costs  in the  LFCR, those  costs

are not fixe d a nd a re  flowe d through the  P P FAC. Ins te a d, TEP 's  propos a l is  s trictly limite d to

fixed genera tion cos ts , i.e . fixed cos ts  of genera tion units  owned by TEP. These  plants  have  long

ope ra ting live s  a nd TEP  ca nnot s imply "a djus t" the m out of e xis te nce  e ve n if the  volume tric kph

intended to recover those  fixed costs  goes away. As TEP witness Jones expla ined, these  "costs  are

fixed plant cos ts  and do not va ry with consumption. RUCO cite d S ta ff witne ss  Solga nick, but

he  admitted under cross-examina tion tha t the  LFCR changes  proposed by TEP a re  "not intended

RUCO's  a rgument must be  re jected.

S ta ff s imila rly a rgues  tha t "gene ra tion is  fungible , and is  not a ffected by EE and DG if the

e ne rgy is  de live re d to a  ne w cus tome r, a n e xis ting cus tome r us ing s lightly more  e ne rgy, a n

e conomic de ve lopme nt cus tome r or sold off the  sys te m."38 The  firs t thre e  s ce na rios  a re  for

16 increa sed re ta il sa le s . Any s ce na rio with incre a s ing re ta il s a le s  is  unre a lis tic-a s  Mr. J one s

17

18

19

20

2 1

expla ined, TEP "has  experienced a  loss  in sa les  of over 270 GWh since  the  las t tes t year."39 Staff

points  to IP  proje ctions  to sugge s t tha t s a le s  could go up, but S ta ff witne ss  S olga nick a dmitte d

tha t those  proje ctions  a re  de pe nde nt on "growth in mining loa ds". 40 The  IP  fore ca s t wa s based

on increased load for the  Rosemont and Freeport S ie rrita  mines-load tha t is  fa r from ce rta in, may

never materia lize , but must be  considered for planning purposes because  TEP must s tand ready to

22

23

24

25

26

27

35 RUCO Brie f a t 20 .
36 Ex. TEp-31 (J one s  Re butta l) a t 24:19.
37 Tr. (S olga nick) a t 2477:3-19.
38 Staff Brief at 1820 to 14:l.
39 EX. TEP -31 (J one s  Re butta l) a t 27:22~24.
40 Tr. (S olga nick) a t 2479-80.

10



1
. . . 4

provide  s e rvice  if a nd whe n ne e de d. 1

2

3

4

5

6

Furthe r, TEP  witne s s  S he e ha n te s tifie d tha t the s e

pre liminary forecasts  would be  downward to re flect more  recent inflormation.42

Furthe r, TEP  ha s  be e n cle a r tha t the  "Compa ny only de s ire s  to re cove r qua ntifia ble  los t

fixe d cos ts  a s socia te d with Commiss ion ma nda te d DG a nd EE los se s ."43 The re fore , TEP  ha s

agreed to include  an adjus tment tha t would account for any increa sed re ta il sa le s  in the  LFCR if

the  fixed genera tion costs  are  included.44 Thus, Staff" s  concerns about increased re ta il sa les are

unfounded.7

8

9

Sta ffs  a rgument about "off s ys tem" (i.e . wholes a le ) is  equa lly bas e le s s . Some  of the  fixed

ge ne ra tion cos ts  a re  for "re lia bility mus t Mn" ge ne ra tion tha t is  not a va ila ble  for off s ys te m

1 0 sa1es.45 As for the  remainder, off system sa les  a re  very difficult to make  in the  current marke t, and

11

1 2

1 3

1 4

1 5

1 6

if a dditiona l s a le s  we re  to be  ma de , the y would like ly be  ma de  a t a  whole sa le  ma rke t price  we ll

be low the  full re ta il cos t-s o the re  is  limite d pote ntia l for TEP  to dig its e lf out of the  fixe d cos t

hole  with off system sales.46

S ta ff and RUCO a lso a rgue  tha t adding gene ra tion into the  LFCR could re sult in "double

colle ction" with the  Economic De ve lopme nt Ride r ("EDR").47 As  de scribe d a bove , a ny incre a se

in re ta il s a le s  will be  a ccounte d for in the  LFCR. More ove r, the  EDR is  a  dis counte d ra te -a nd

1 7

1 8

1 9

22

thus not a  way to recover fixed costs .

Fina lly, with respect to S ta ff's  concerns  about the  inclus ion of genera tion fixed cos ts  in the

LFCR, S ta ff s e e ms  to  ha ve  the  vie w tha t the  re cove ry of the s e  cos ts  is  a n "a ll or nothing"

propos ition. Howe ve r, whe n a ske d if S ta ff" s  conce rns  a bout pote ntia l ove r-colle ction would be

mitiga te d if TEP  we re  a llowe d to re cove ry only 50% of los t ge ne ra tion fixe d cos ts , S ta ff witne ss

Solganick s imply replied tha t "50% is  a lways less  than everything."48

23

24

25

26

27

41 See Tr. (Sheehan) at 1244-46.
42 See Tr. (Sheehan) at 1244-46.
43 EX. TEP-31 (Jones  Rebuttal) a t 28:4-6.
44 Ex. TEP-32 (Jones  Rejoinder) a t 6:13-15.
45 See TEP Brief at 17.
46 See TEP Brief at 17.
47 RUCO Brie f a t 20, s ta ff Brie f a t 14.
48 Tr. (Solganick) a t 2482.
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I'll _

1 c. All lost demand charges caused by EE and DG should be included in the

LF C R .2

3

4

5

6

While  S ta ff does  not make  a  specific a rgument for excluding ha lf of demand charges  from

the  LFCR, RUCO a rgue s  tha t "de ma nd cha rge s  will re ma in cons ta nt or cha nge  s lowe r tha n a

s tra ight volume tric ra te ."49 If bille d de ma nd re ma ine d cons ta nt, the re  would be  no proble m.

Howe ve r, the re  is  a  proble m a nd, be ca us e  only fixe d cos ts  a re  a s s igne d to de ma nd cha rge s ,

The re fore , 100% of los t

demand charges a ttributable  to EE and DG should be  included, not the  current 50%.

7

8

9

1 0

1 1

D. The LGS class should not be exempt from the LFCR.

12

13

14

15

16

17

SWEEP 's  fu ll decoupling  option .

1 8

AECC a rgue s  tha t the  La rge  Ge ne ra l S e rvice  ("LGS ") cla s s  should be  e xe mpt from the

LFCR.5' AECC sugge s ts  tha t the  fixe d cos t re cove ry proble m doe s  not re a lly a pply to the  LGS

class  due  to the  LGS ra te  des ign. But the  fixed cos t recovery problem includes  the  LGS class . As

Mr. Jone s  e xpla ine d, "LGS  cus tome rs  be ne fit from EE a nd DG progra ms , a nd TEP  re cove rs  a

la rge  portion of the  fixe d cos ts  to s e rve  to the m through volume tric ra te s ."52 The re fore , it is

appropria te  to keep the  LGS customers in the  LFCR.

E .

S WEEP  oppose s  the  propose d e xpa ns ion of the  LFCR.53 Ye t S WEEP  s upports  full

re ve nue  de coupling.54 This  is  a re  e ve n broa de r e xpa ns ion tha n propose d by TEP-unde r TEP 's

propos a l, the  LFCR would s till be  limite d to los t fixe d cos ts  due  s ole ly to DG or EE ma nda te s .

SWEEP's  objection the re fore  seems to be  tha t the  expansion proposed by TEP s imply doesn't go

fa r e nough. TEP  is  not oppos e d  to  cons ide ra tion  of a  prope rly de s igne d fu ll de coupling

1 9

2 0

2 1

2 2

2 3

2 4

25

26

27

49 Rico Brie f a t 21 :5 .
50 See  TEP  Brie f a t 18.
J I AECC Brie f a t 14.
52 Ex. TEP -32 (J one s  Re joinde r) a t 9:12-14.
53 S WEEP  Brie f a t 19.
54 S WEEP  Brie f a t 19.
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1

2

me cha nis m in  the  future , but TEP  doe s  not be lie ve  tha t a  full de coupling me cha nis m ha s  be e n

fully explored in this  ca s e .55

3 v. TEP's Residential and Small General Service ("SGS") rate design should be

4 approved.

5

6

7

8

9

10

11

12

13

14

15

16

17

The re  doe s  not a ppe a r to be  a ny dis pute  tha t, unde r curre nt ra te  de s ign, TEP  re cove rs  a

s ignifica nt portion of its  fixe d cos ts  through volume tric  ra te s . Curre ntly, TEP  colle cts  a bout 89%

of its  fixe d cos ts  through volume tric  ra te s  for re s ide ntia l cus tome rs  (a ll but $10 of the  $87 pe r

month in fixe d cos ts  to s e rve  the  a ve ra ge  re s ide ntia l cus tome r) a nd ove r 95% for S GS  cus tome rs

(a ll but $15.50 of the  $330 pe r month for the  a ve ra ge  S GS  cus tome r).56

The  re cord a ls o re ve a ls  tha t cus tome r us a ge  is  de clining. S ince  e nd of the  la s t te s t ye a r

(2 0 1 1 ),  re ta il b ille d  kp h  a re  n e a rly 3 % lo we r.5 7 Re s ide n tia l b ille d  kph  pe r c us tom e r ha s

droppe d  a pproxima te ly 7 .5% during  the  s a me  pe riod .58  Howe ve r, while  b ille d  kph  ha s  be e n

de c lin ing , ove ra ll s ys te m de ma nd ha s  inc re a s e d  ove r the  pa s t ye a r a nd TEP 's  fixe d  cos ts  of

providing s a fe  a nd re lia ble  s e rvice  mus t ke e p pa ce .

Give n  th e  e vo lv in g  u s e  o f th e  g rid ,  th e  c u rre n t ra te  d e s ig n  re s u lts  in  in c re a s in g ly

ine quita ble  re cove ry of fixe d cos ts  from cus tome rs  who re ly upon the  grid for s a fe  a nd re lia ble

s e rvice . Cros s -s ubs idie s  re s ult whe n s ome  cus tome rs  a re  not pa ying the ir fa ir s ha re  of fixe d

18 cos ts . TEP 's  propose d ra te  de s ign cha nge s  a re  inte nde d to: (i) be gin to re duce  the  a mount of

19

20

21

22

fixed cos ts  re cove red through volume tric ra te s , (ii) be tte r a lign ra te  de s ign with cos t causa tion,

(iii) reduce  the  leve l of cross-subsidies  among customers  and customer classes , (iv) enhance  the

Compa ny's  a bility to re cove r its  fixe d cos ts , a nd (v) provide  the  Compa ny with a  more  re a lis tic

opportunity to achieve  its  annual revenue  requirement.

23

24

25

26

27

55 See  TEP  Brie f a t 19.
56 S e e  Ex. TEP -45, S che dule  G-6-l (line  33), Ex. TEP -32 (J one s  Re joinde r), EX. CAJ -RJ -1,
S che ule d H-3, pa ge s  6 a nd 17 of 23 (s e tting forth monthly cus tome r cha rge s ). The s e  pe rce nta ge s
ma y cha nge  s lightly de pe nding on the  ultima te  cla s s  re ve nue  a lloca tion.
57 Ex. TEP -4 (Hutche ns  Dire ct) a t 10-1 l.
58 EX. TEP -4 (Hutchins  Dire ct) a t 10-1 l.
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1 TEP 's  ra te  des ign proposa l is  a  gradua l approach tha t begins  to mee t the se  goa ls . TEP

2

3

a lloca te s  a pproxima te ly 40% of the  re ve nue  re quire me nt incre a se  for the  re s ide ntia l a nd SGS

classes  to the  basic se rvice  charge  and 60% to volumetric ra tes .59 Both the  basic se rvice  charge

4 a nd the  volume tric ra te s  will incre a s e . Unde r TEP 's  propos e d ra te  de s ign which is  a ls o

5

6

7

8

9

1 0

supporte d by S ta ff - TEP  will s till be  re cove ring 83% of its  fixe d cos ts  through volume tric ra te s

for s ta nda rd re s ide ntia l cus tome rs  (a ll but $15 of EB87). This  pe rce nta ge  will be  highe r for the

othe r re s ide ntia l ra te  options  with a  $12 ba s ic s e rvice  cha rge . TEP  a ls o will be  re cove ring

a lmost 92% of its  fixed costs  for SGS customers  through volumetric ra tes .

TEP be lieves  its  ra te  design proposa l comports  with the  Commission's  acknowledgement

in the  recent UNS Electric ra te  case  decis ion tha t "the  time  is  ripe  for more  modem ra te  des ign"

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

2 2

23

24

a nd tha t "outda te d ra te  de s igns  ma y contribute  to unde r-re cove ry of fixe d cos ts  a nd ma y not

adequa te ly re flect cos t causa tion."60 The  Company agrees  with the  Commiss ion tha t "Sending

the  corre ct p rice  s igna ls  to  cus tome rs , a void ing  mis a ligne d  s ubs id ie s  a nd  ince ntiviz ing

e fficiencie s  and irmova tion a re  critica l if peak sys tem load is  to be  reduced and e fficient use  of

system resources is  to be  achieved - goals  which benefit a ll ra tepayers ."6l

Howe ve r, s e ve ra l pa rtie s  re s is t a ny ra te  de s ign cha nge s  tha t will be gin to be tte r ma tch

cos t ca us a tion to cos t re cove ry a nd to re duce  the  a mount of fixe d cos ts  tha t a re  re cove re d

through volume tric ra te s . Re ma rka bly, some  pa rtie s  a rgue  for ra te  de s ign tha t would re cove r

more fixed cos ts  through volume tric ra te s , which would only exace rba te  the  current inequitable

recovery of fixed costs  and resulting cross-subsidies . This  mismatch be tween costs  and revenues

le a ds  to ina ppropria te  price  s igna ls  a nd the  ina bility of the  Compa ny to re cove r its  re ve nue

requirement due  to declining kph use  per customer. TEP be lieves  its  ra te  des ign proposa ls  a re  a

re a s ona ble  a nd gra dua l s te p towa rds  e quita ble  fixe d cos t re cove ry a nd a  more  mode m a nd

appropria te  ra te  s tructure . Staff has supported the  key e lements  of this  proposa l as  well.

25

26

27
59 Tr. (J ones) a t 2676.
60 De cis ion No. 75697 (Augus t 18, 2016) a t 65:22-23, 117:18-19.
61 De cis ion No. 75697 (Augus t 18, 2016) a t 117:19-22.
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1 A. Monthly Basic Service Charge.
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The  uncontroverted evidence  in this  case  es tablishes  tha t the  fixed monthly cost to se rve

the  average  residentia l customer is  approximate ly $87.62 The  Company's  proposed basic service

charges  a re  des igned to recover costs  tha t TEP incurs  each month, which include  mete rs , billing

and collection, mete r reading, the  se rvice  line  or drop and the  other components  needed to form

the  minimum sys tem.63 S ta ff agrees  tha t recove ry of these  minimum sys tem cos ts  through the

ba s ic se rvice  cha rge  is  a ppropria te .64 This  proposa l he lps  re cove r fixe d cos ts  through a  fixe d

cha rge . Eve n with the  Compa ny's  propose d incre a se  in the  ba s ic s e rvice  cha rge  from $10 to

$15, TEP  will s till be  re cove ring $72 pe r month of its  fixe d cos ts  through volume tric ra te s  for

standard two part residentia l ra tes and more for the  other residentia l ra te  options.65

Se ve ra l pa rtie s  a rgue  tha t the  minimum sys te m cos t a pproa ch is  imprope r a nd tha t the

basic customer method be  used. However, the  basic customer method grea tly underestimates the

una voida ble  fixe d sys te m costs ne e de d to s e rve  a  cus tome r. It a ls o ignore s  the  incre a s ingly

dive rse  use  of the  grid tha t makes  recove ry of fixed cos ts  through volume tric ra te s  inequitable .

The basic customer method simply is  not a  method that uses accurate  cost causation assumptions

or information66, which results  in an under-recovery of customer-re la ted costs .

1 7

1 8

The  two concerns  voiced by severa l pa rties  aga ins t a  s lightly higher bas ic se rvice  charge

a re : (i) cus tome rs  will be  una ble  to "control" a s  much of the ir bills , a nd (ii) cus tome rs  will ha ve

1 9

20

2 1

22

less  incentive  to conserve  energy. Both of these  concerns a re  exaggera ted and unfounded. Firs t,

e ve n unde r TEP 's  propos a l, cus tome rs  will control 83% of the ir bill, down s lightly from the

curre nt 89%. The  re comme nda tions  of the  pa rtie s  for a  lowe r ba s ic s e rvice  cha rge  would

actua lly increase  the  mismatch of fixed cost recovery. RUCO admits  tha t its  ra te  design proposa l

23

24

25

26

27

62 See Ex. TEp-45 (updated Schedule G-6-1 at Sheet 1 of 1).
63 See Ex. TEP-28 (Overcast Rebutta l) a t 12-23, EX. S-10 (Solganick Rate) a t 28-30.
64 See Ex. s-10 (Solganick Rate) a t 28-30.
65 See  Ex. TEP-45, Schedule  G-6-1 (line  33)(flxed cost a t $87), EX. TEP-32 (Jones Rejoinder), Ex.
CAJ-RJ-1, Schedule  H-3, page  6 of 23 (se tting forth monthly customer charges).
66 See Ex. TEp-28 (Overcast Rebutta l) a t 17-20.
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1 would lead to more  than 90% of re s identia l cus tomer fixed cos ts  be ing recovered by volumetric

I`8t€S.672

3

4

5

6

7

8

9

1 0

11

Second, because  there  is  a  revenue requirement increase , the  higher basic service  charge

only cove rs  a  portion of the  incre a s e  for the  a ve ra ge  cus tome r. Inde e d, the  volume tric ra te  -

which is  the  drive r for cons e rva tion - will a ctua lly be  highe r a s  we l1.68 For e xa mple , the

volume tric ra te s  for s ta nda rd two-pa rt ra te s  in the  summe r will be  $00796/kWh for us ing more

tha n 500 kph pe r month a s  compa re d to the  curre nt ra te s  of $00672/kWh for usa ge  of 501 to

1000 kph and 390.0798/kWh for usage  of 1,001 to 3,500 kWh.69 In the  winter, the  comparison is

$0.0796/kWh for us ing more  tha n 500 kph pe r month a s  compa re d to the  curre nt ra te s  of

$00652/kWh for us a ge  of 501 to 1,000 kph a nd 330.0781/kWh for us a ge  of 1,001 to 3,500

kWh.70 Cus tome rs  will continue  to ha ve  a t le a s t e qua l ince ntive  to cons e rve  e ve n with the

1 2

13

1 4
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1 8

1 9

20
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22

increased basic service  charge under TEP's ra te  design proposal.

Furthe r, seve ra l pa rtie s  a rgue  aga ins t an increase  in the  bas ic se rvice  cha rge  by making

the  absurd cla im tha t TEP 's  ultima te  goa l is  a  ba s ic se rvice  cha rge  tha t ma tches  the  tota l fixed

cos ts  to se rve  a  cus tomer. TEP witness  Da lla s  Dukes  s ta ted, clea rly and repea tedly, tha t this  is

not the  Compa ny's  obje ctive ." Those  pa rtie s  ine xplica bly ignore  tha t any basic se rvice  charge

would have  to be  approved by the  Commission.

Fina lly, the  Commiss ion ha s  not re quire d the  "ba s ic cus tome r me thod" a s  the  ba s is  for

ba s ic s e rvice  cha rge s . And none  of the  Inte rve ne rs  ha ve  cite d to a ny Arizona  pre ce de nt tha t

re quire s  a pplica tion of the  ba s ic cus tome r me thod. Inde e d, the  Commis s ion jus t a pprove d a

ba s ic s e rvice charge for UNS  Ele ctric  tha t re fle cte d  the  Minimum S ys te m Me thod. The

Commission should do the same here .

23

24

25

26

27

67 Tr. (Hube r) a t 1657.
68 S ee  Ex. TEP -32 (J ones  Re joinde r), Ex. CAJ -RJ -1, page  6 of 23 .
69 S e e  Ex. TEP -32 (J one s  Re joinde r), Ex. CA]-RJ -1, pa ge  6 of23.
70 S e e  Ex. TEP -32 (J one s  Re joinde r), Ex. CA]-RJ -1, pa ge  6 of23.
71 Ex. TEP -21 (Duke s  Dire ct) a t 15-16, Tr. (Duke s ) a t 1367.
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I B. Reduc ing  the  Number of Volume tric  Tie rs .
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TEP  ha s  propos e d e limina ting two of the  four volume tric tie rs  for its  re s ide ntia l ra te s .

S ta ff a gre e s  tha t the  numbe r of tie rs  s hould be  re duce d." While  four tie rs  ma y ha ve  be e n

appropria te  during times  of cons is tent cus tomer load growth and be fore  the  prolife ra tion of DG

and EE, it is  no longe r appropria te  given the  s ignificant changes  in e lectricity usage  pa tte rns  in

TEP 's  s e rvice  te rritory. Oppone nts  of e limina ting the  top two volume tric tie rs  a rgue  tha t doing

so would re duce  the  ince ntive  for cus tome rs  to a dopt DG or EE. Howe ve r, the  re cord is  cle a r

tha t e limina ting the  top two tie rs  be tte r a ligns  the  ra te  de s ign with cos t-causa tion and reduces

the  excess  recovery of fixed costs  from customers  whose  usage  pushed into the  third tie r.74 The

higher tie rs  a lso do not send appropria te  price  s igna ls  to customers . S ta ff witness  Solganick a lso

urges tha t the  remaining inclination of the  tie rs  should be  fla ttened to send better price  signals .75

The  top two tie rs  a re  a  s ignifica nt drive r of intra -cla s s  cros s -s ubs idiza tion a nd ha s

contributed to the  Company's  inability to earn its  Commission-authorized revenue  requirement.76

More ove r, a s  s e t forth a bove , unde r the  Compa ny's  s ta nda rd re s ide ntia l ra te  propos a l, the

volumetric ra te  in the  second tie r is  a lmost identica l to the  ra te  in the  current third tie r, so a lmost

a ll cus tome rs  will ha ve  ba s ica lly the  s a me  ince ntive  to cons e rve . More ove r, a s  dis cus s e d in

TEP 's  Initia l Pos t-He a ring Brie f, only 0.5% of bills  would be  impa cte d by the  e limina tion of the

fourth t161'.771 8

1 9

20

RUCO continue s  to  wrongly a s s e rt tha t 41% of cus tome rs  who a re  h ighe r us a ge

cus tome rs  will s e e  a  ra te  de cre a se  in the  summe r if the  numbe r of tie rs  is  re duce d.78 Tha t is

2 1 assertion is  wrong for severa l reasons. Firs t, as  the  Company has  expla ined, tha t ana lysis  fa ils  to

22

23

24

25

26

27

72  S ta ff Brie f a t 16 .

73  Ex. TEp-30  (J one s  Dire c t) a t 45 .

74  Ex. TEP -30  (J one s  Dire c t) a t 45 .

75  Tr.  (S o lga n ic k) a t 2471_72 , Ex. S -10  (S o lga n ic k Ra te ) a t 29 .

76  S e e  Ex. TEp-30  (J one s  Dire c t) a t 41 -45 .

77  TOP  Brie f a t 25 .

78 Rico Brief at 19.
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1

2

include  the  fue l ra te s .79 Second, it ignores  tha t the  proposed volume tric ra te s  will be  highe r for

the Hrst and second tier.80 When those elements are  factored in, the number is basically 0%.81

3 Fina lly, the  record a lso shows tha t multiple  tie red ra te s  a re  not he lpful to cus tomers . The

4

5

6

7

Company rece ives  many cus tomer compla ints , pa rticula rly in the  summertime , when cus tomers

hit the  higher tie rs  and see  tha t they have  to pay higher ra tes  when they use  more  energy.82 The

Compa ny is  not propos ing to e limina te  a ll tie rs  a t this  time , but e limina ting the  top two tie rs  will

mitiga te  issues  regarding inequitable  fixed cost recovery and cross-subsidies.

8 c. TEP 's  propos ed Time-of-Us e  ("TOU") ra te  modifica tions  a re  reas onable .

9

1 0

11

TEP  ha s  propose d s ignifica nt modifica tions  to its  re s ide ntia l TOU ra te s , a s  de scribe d in

TEP 's  Initia l Brie f.83 TEP  is  a djus ting the  pe a k pe riods , ma king the  ba s ic s e rvice  cha rge  lowe r

tha n the  s ta nda rd two-pa rt ra te , a dding a  volume tric tie r a nd incre a s ing the  spre a d be twe e n on-

1 2 These  s ignificant changes  a re  intended to increase

1 3

pe a k a nd off-pe a k volume tric e ne rgy ra te s .

customer adoption of the  TOU ra te .

1 4

1 5

1 6

Other parties  seek radica l changes to the  current TOU ra te , such as  3-4X spreads be tween

on-peak and off-peak ra te s , and off-peak ra te s  of $0.01/kWh (which a re  fa r be low margina l cos t

a nd s e nds  poor price  s igna ls .) TEP  is inconce rne d tha t s uch ra dica l cha nge s  could re s ult

1 7 TEP 's  s ignifica nt, ye t more

1 8

increased intra -class  subs idies  or othe r unintended consequences .

gradua l modifica tions  to its  TOU ra tes  a re  more  appropria te .

1 9 D. TEP 's  Low Income  Dis counts  a re  appropria te .

20

2 1

22

23

TEP be lieves  its  increased discounts  for Life line  customers  a re  reasonable . Although some

concern was  ra ised about a  handful of Life line  customers  on a  few of the  frozen Life line  ra tes  tha t

may see  a  la rge r pe rcentage  increa se , no concre te  proposa ls  have  been provided. Unde r TEP 's

proposa l, those  customers  will rece ive  a  discount of a lmost $500 per year ($40 per month).84 TEP

24

25

26

27

79 Ex. TEp-31 (Jones Rebutta l) a t 37-38.
80 EX. TEp_31 (Jones Rebuttal) at 37-38.
81 Ex. TEP-31 (Jones Rebuttal) a t 37-38.
82 EX. TEP-31 (Jones Rebuttal) a t 35-36, Tr. (Jones) at 2582-84
83 TEP Brief a t 25.
84 Ex. TEP-31 (Jones Rebutta l) a t 22:1-8, Ex. TEP-32 (Jones Rejoinder), Ex. CA]-RJ-2.
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1

2

3

4

is  a lre a dy propos ing to incre a s e  Life line  dis counts  from $1.8 million to $2.8 million in this  ra te

case .85 To the  extent this  discount is  increased, other TEP customers will bear the  cost.

with re s pe ct to  ACAA's  re que s t to  de ve lop a  s liding s ca le  for Life line  dis counts , the

Company intends to assess the  feasibility of such an approach and may propose  such a  program in

its  next ra te  case .5

6 E. TEP's SGS Rate Design is in the public interest.

7

8

TEP is  proposing changes to its  SGS ra te  design tha t a re  s imila r to it res identia l ra te  design

changes. These changes should be approved for the same reasons as for the residential changes.

9 F. The discount for certain governmental entities should be eliminated.

1 0 TEP  is  p ropos ing  to  e limina te  the  cu rre n t 16 .5% tra ns itiona l d is coun t fo r ce rta in

11

1 2

1 3

1 4

gove rnme nta l e ntitie s .86 The  only pa rty oppos e d to its  e limina tion is  P ima  County. Howe ve r,

P ima  County presented no te s timony as  to why it should continue  to be  entitled to something tha t

is  nothing more  than a  subs idy from TEP 's  ra tepaye rs . Any reduced cos t recove ry re sulting from

the discount would be passed on to other TEP ratepayers.

1 5 VI. MGS, LGS and other commercial rate design issues.

1 6 A. The new MGS is necessary and appropriate.

1 7

1 8 As  s e t forth  in  TEP 's  Initia l Brie f,

1 9

20

2 1

22

23

TEP  is  propos ing the  cre a tion of a  Me dium Ge ne ra l S e rvice  ("MGS ") cla s s , s imila r to

wha t the  Commis s ion re ce ntly a pprove d for UNS  Ele ctric.

crea ting the  MGS cla ss  is  an important s tep in modernizing TEP 's  ra te s  and be tte r ma tching cos t

recove ry to cos t causa tion. The  MGS cla ss  a lso will provide  for more  equitable  ra te s . The  la rge r

current SGS customers tend to use  the  grid more  efficiently and have  a  higher load factor.87 Under

the  two-pa rt SGS ra te s , those  la rge r cus tomers  a re  going to pay a  much highe r proportion of the

cos ts  a ss igned to the  SGS cla ss .88 Those  cus tomers  will like ly bene fit from moving to the  MGS

24

25

26

27

85 Ex. TEp-31 (Jones Rebuttal) at 22 :
86 Ex. TEP-30 (Jones Direct) a t 46:11-19.
87 See Tr. (Jones) at 2795-96.
88 Tr. (Jones) at 2796.
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1 ra te . Inde e d, TEP 's  a na lys is  of bill impa cts  for tra ns itioning S GS  cus tome rs  re ve a ls  tha t ma ny

2

3

4

5

6

7

8

will see  bill reductions  from be ing on the  MGS ra te .89

Sta ff supports  the  crea tion of the  MGS class . S ta ff has made recommendations regarding

the  MGS class  and TEP agrees to Staffs  recommendations.

The  MGS  cla s s  is  oppos e d prima rily by two s ola r pa rtie s , EFCA a nd S OLON. The s e

pa rtie s  compla in  p rima rily a bou t the  po te n tia l impos ition  o f a  de ma nd  e le me nt on  MGS

customers. Although sola r provide rs  s e e m to unive rsa lly oppose  de ma nd ra te s  be ca use  the ir

products  may not reduce  demand or be  a s  cos t-e ffective , the ir specific conce rns  about the  MGS

class are unfounded.9

1 0

11

Firs t, the ir conce rns  a bout ra tche ts  ignore  the  purpos e  a nd be ne fits  of ra tche ts . TEP

discussed the  applica tion of ra tche ts  in depth in its  Initia l Brie f.90 If ra tche ts  a re  e limina ted, the re

1 2 will be  a n incre a se  in the  va rious  ra te  e le me nts in pa rticula r, the  de ma nd ra te  would ce rta inly

13 outlie r sea sona l cus tomers  is

1 4

increase . Furthe r, the  conce rns  a bout the  impa ct of ra tche ts  on

addressed in TEP's MGS tariff, which provides an exception for extreme seasonal issues.91

1 5

1 6

1 7

1 8

1 9

20

2 1

22

Second, the  conce rn tha t the  la rge r SGS cus tomers  tha t will trans ition to MGS will not be

able to understand or manage demand underestimates those customers. TEP and Staff have agreed

upon an extended transition period and re la ted customer education plan. The  new MGS customers

will not be  subject to an actua l demand charge  until the  transition plan is  comple te , which TEP has

not opposed extending from 9 to 12 months.92

Fina lly, the  sola r pa rtie s  ra ise  a  concern tha t MGS customers  will not be  notified if they a re

e ligible  to move  back to SGS ra te s . Howeve r, such notifica tion is  not typica lly done  with re spect

to commercia l and industria l ra te  classes .

23

24

Pima County a lso has  requested tha t governmenta l customers  be  exempted from the  MGS

ta riff, e ve n though such a  cus tome r would qua lify a s  MGS. In e ffe ct, P ima  County is  se e king to

25

26

27

89 See  Ex. TEP-43 (Table  re  SGS to MGS bill impacts).
90 TEP Initia l Brie f a t 33-35.
91 TEP initia l Brie f a t 34-35.
92 Tr. (Jones) at 2779.
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1

2

3

4

ha ve  a ll gove rnme nta l S GS  cus tome rs  gra ndfa the re d on the  S GS  ra te . Howe ve r, P ima  County

pre se nte d no e vide nce  e xpla ining why such gra ndfa the ring is  in the  public inte re s t a nd did not

ra ise  the  issue  until brie fing. Its  ta rdy asse rtions  about governmenta l cus tomers  in its  brie f cannot

be  te s ted by cross -examina tion. Moreove r, the re  a re  like ly seve ra l gove rnmenta l cus tomers  tha t

5 ha ve  highe r loa d fa ctors  a nd will be ne fit from the  MGS  ra te . S uch limite d a nd pote ntia lly

6 discrimina tory grandfa the ring is  inappropria te .

7 B.

8

Current SGS DG Customers that qualify for MGS will be grandfathered on

the two-part transitional MGS rates.

9

1 0

11

TEP confirms its  position tha t current SGS DG customers  who would be  transitioned to the

MGS  cla s s  will be  a ble  to re ma in on two-pa rt tra ns itiona l MGS  ra te s  (should the y re que s t to do

so) as  of the  grandfa thering cut-off da te  (and for the  grand fa thering period) se t by the  Commission

in Phase 2.1 2

1 3 c. TEP's  LGS Cus tomers  genera lly s upport the  propos ed LGS Rate .

1 4
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1 6
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Kroge r, a n inte rve nor in this  proce e ding, supports  TEP 's  propose d LGS  ra te  de s ign.93

Wa l-Ma rt, a lso a n inte rve nor, a ppe a rs  to ge ne ra lly support the  LGS -TOU ra te  but would like  to

have a larger amount of the class revenues recovered through the demand charge.94

SOLON opposes the  proposed LGS ra te  because  it fears  tha t the  demand ra te  and ra tche t

ris k curta iling s ola r a nd cons e rva tion. Howe ve r, the  curre nt LGS  ta riff ha s  de ma nd ra te s  a nd

ra tche ts  a nd se ve ra l of TEP 's  curre nt LGS  cus tome rs  ha ve  sola r.95 In the  la s t two ye a rs , LGS

cus tome rs  with sola r sys te ms  ha ve  incre a se d from 5.4% to 7.1% a nd LPS  cus tome rs  with sola r

ha ve  incre a s e d from 11.1% to 26.3%.96 More ove r, LGS  cus tome rs  a lwa ys  ha ve  ince ntive  to

conserve energy and demand ra tes provide the  ability to reduce both usage and demand.

23

24
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27

93 Kroger Brief a t 2-3 .
94 Wal-Mart Brie f a t 5.
95 EX. TEp-32 (J one s  Re joinde r) a t 14.
96 Ex. TEp-32 (J one s  Re joinde r) a t 14.
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1 VII. The Commission should approve the proposed DG meter charge.

2

3

4

5

6

7

8

9

The re  is  no dispute  tha t rooftop sola r cus tome rs  ha ve  a  se cond me te r, tha t the  se cond me te r

impose s  a n a dditiona l cos t on the  Compa ny, or tha t this  s e cond me te r is  ne e de d for TEP  to comply

with  Com m is s ion re quire m e nts . The  pa rtie s  tha t oppos e  the  DG  m e te r cha rge  a rgue  tha t the

cha rge  doe s  not be ne fit DG cus tome rs  spe cifica lly, so the  e xtra  cos t of the  se cond me te r should be

hom e  by a ll cus tom e rs ,  no t jus t the  DG  cus tom e rs . The s e  m e te rs  do  p rov ide  be ne fits  to  DG

cus tom e rs ,  who ca n  us e  the m  to  m onitor the  ou tpu t o f the ir s o la r s ys te m .97  In  a ny e ve nt,  the

re gula tory principle  is  tha t cos ts  s hould be  a s s igne d to cos t ca us e rs . The  te s t is  not who be ne fits ,

but who ca us e s  the  cos t. He re , the  s e cond me te rs  would not be  ins ta lle d e xce pt for the  cus tome r

10 ins ta lling the  sola r sys te m. Thus , tha t cus tome r should be a r the  cos t, the  cos t should not be  shifte d

11 to other customers as it is today.

12

13

14

15

16

17

18

19

Im p o rta n t ly ,  th is  c h a rg e  will o n ly  a p p ly  to  n e w m e te rs  in s ta lle d  fo r  n e w s o la r  DG

cus tome rs . S ome  pa rtie s  dispute  the  a mount of the  cos t, but TEP 's  a pproa ch is  ve ry conse rva tive .

Be c a us e  the  c ha rge  on ly a pp lie s  to  ne w m e te rs ,  the  h is to ric a l (e m be dde d) c os t o f m e te rs  is

irre le va n t,  the  re le va n t cos t is  the  m a rg ina l (inc re m e nta l) cos t-i.e .  wha t a  ne w m e te r a c tua lly

cos ts  toda y.

Mr. Koch a rgue s  tha t the  DG me te r cha rge  s hould a pply only if cus tome rs  ca n opt out from

the  s e cond m e te r, a nd thus , opt out of the  cha rge  a s  we ll.98 But the  s e cond m e te r is  re quire d to

comply with Commiss ion mie s  a nd re quire me nts , so this  is  not a n option.99

20 V I I I . The Economic Development Rider should be approved.

2 1

22

23

In the  ope ning brie fs , two pa rtie s  e xpre s s ly supporte d the  EDR.100 No othe r pa rtie s  ra ise d

a n y s ig n ific a n t  is s u e s  a b o u t  th e  E DR  in  th e  in it ia l b r ie fs . Th e  C o m p a n y re q u e s ts  th e

Commiss ion a pprove  the  EDR a s  it did for TEP 's  s is te r compa ny, UNS  Ele ctric.101

24

25

26

27

97 TEP  Brie f a t 40.
98 Koch Brie f a t 2.
99 TEP  Brie f a t 39-40.
100 Wa lma rt Brie f a t 5-6, AIC Brie f a t 15.
101 De cis ion No. 75697 (Augus t 18, 2016) a t 89-90.
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1 IX.

2 A.

The risky and illegal buy-through proposals must be rejected.

Buy-though programs benefit only a select few, at the expense of others.

3

4

TEP 's  Ope ning Brie f e xpla ine d why the  va rious  buy-through propos a ls  a re  pre ma ture ,

ha rmfu l to  cus tome rs ,  a nd  ille ga l. l02  Ne ithe r S ta ff no r RUCO s upport the  buy-th rough

5

6

7

proposa ls .103 The  buy-through propone nts  (AECC, Fre e port, Noble , Wa lma rt, a nd Kroge r) tout

the  benefits  they would rece ive  under the  program. True  enough. But the  evidence  demonstra te s

tha t each buy-through proposal would harm other customers by:

8 •

9

1 0

11

increas ing the  average  cost of TEP 's  genera tion supply (by e limina ting low cost purchased

power resources, which they would horde for thernselves),104

shifting fixed generation costs to other customers,105

creating returning customer ri5k,106 and

1 2 •

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

subj ecting TEP to counterparty risk with the  buy-through provider.107

Furthe r, the  buy-through proposa ls  a re  pre ma ture . Any Commis s ion de cis ion on buy-

through progra ms  s hould wa it until the  AP S  AG-1 buy-through progra m is  e va lua te d in AP S 's

pending rate case.l08

AECC argues  tha t cus tomers  will benefit from the  buy-through programs because  TEP will

be  able  to de fe r building or acquiring new genera tion.l09 But a  buy-through cus tomer could re turn

a t any time , or the  buy-through provider could fa il to de liver a t any time .l 10 TEP must s tand ready

to provide  ge ne ra tion s e rvice  to a ny buy-through cus tome rs  a t a  mome nt's  notice , thus  no

planning or othe r reductions  a re  achieved. The  rea l is sue  is  the  recove ry of the  fixed cos ts  of the

2 1

22

23

24

25

26

27

102 TEP Brief at 41-50.
103 Staff Brief at 18-24 (Staff does not oppose buy through as long as "there are no adverse
impacts  or costs  to a ll other customers", [22:14-15] but this  condition has  not been proven),
RUCO Brie f a t 23-24.
104 TEP Brief at 42-45.
105 TEP Brief a t 44:1-4, citing Ex. TEP-32 (Jones Rejoinder) a t 10.
106 TEP Brief at 44:5-17.
107 TEP Brief at 44:18 to 45:5.
108 TEP Brief at 41-42.
109 AECC Brief at 17.
110 TEP Brief at 44.
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1 2

13

1 4

1 5

1 6

1 7

1 8

1 9
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2 1

22

23

24

current gene ra tion units  used to se rve  TEP 's  cus tomers-the  buy-through proponents  do not want

to pay their fa ir share  of these  costs .

At the  he a ring, TEP  witne s s  S he e ha n te s tifie d tha t unde r TEP 's  origina l buy-through

propos a l, in  2017 , the  P P FAC ra te  would  incre a s e  by 0 .5  mils  fo r TEP 's  re s ide n tia l a nd

commercia l cus tomers  if a  60 MW buy-through program is  approved. This  is  because  lower cos t

purchased power is  removed from the  genera tion mix and a lloca ted to the  buy-through cus tomers

ins tead.Hl This  would re pre se nt a n incre a se  of 1.0 to 1.5% in P P FAC-e ligible  cos ts .H2 AECC

argues  tha t this  ana lys is  is  flawed.u3 In addition, AECC s ta te s  tha t the  loss  of a  60 MW indus tria l

load could s imply be  resold into the  wholesa le  marke t a t roughly the  same price  as  the  Company's

average cost of fuel and purchase  power, thus having no impact on remaining customers.

In re a lity, the  a s s umption tha t the  60 MW los s  of indus tria l loa d would s imply ne t out

through a dditiona l s a le s  into whole sa le  ma rke t on a  me ga wa tt-hour by me ga wa tt-hour ba s is  is

unre a lis tic  g ive n  the  fa ct tha t whole s a le  powe r price s  a re  pro je cte d  to  be  lowe r tha n  the

Company's  incrementa l cost of fue l for a  number of periods  throughout the  year.

Furthe rmore , a  number of the  PPFAC e ligible  cos ts  a re  fixed and cannot be  avoided on a

short-tenn bas is . The re fore , a  re -dispa tch of the  Company's  gene ra tion portfolio would re sult in a

higher average  cos t of fue l and purchase  power from the  loss  of buy-through cus tomers  s ince  the

P P FAC e ligible  cos ts  would be  a lloca te d ove r fe we r kilowa tt hour s a le s . This  is  jus t common

sense -removing a  low cos t re source  from the  gene ra tion re source  mix will ra ise  the  ave rage  cos t

for remaining customers .

AECC sugges ts  tha t the  buy-through program is  a  superior economic deve lopment tool to

TEP 's  propose d EDR."4 Tha t is  not the  ca se . The  EDR is  spe cifica lly ta rge te d a t true  e conomic

de ve lopme nt-a dding ne w bus ine s s  cus tome rs  or e xis ting bus ine s s  cus tome rs  e xpa nding the ir

opera tions . In contras t, a  buy-through cus tomer could reduce  opera tions  and lay off s ta ff, and s till

25

26

27

111 Tr. (Sheehan) a t 1238-39.
112 Tr. (Sheehan) a t 1239:6-8.
113 AECC Brie f a t 20-21 .
1141 AECC Brief a t 22.
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1

2

3

qua lify for the  program. Moreove r, the  EDR is  des igned to a ttract high load factor cus tomers  tha t

will bene fit the  entire  sys tem. In contra s t, the  buy-through program bene fits  only the  buy-through

customers and the  providers  eager to s idestep Commission oversight to se ll to them.

4 B. The  buy-through program is  illega l.

5

6

7

Only AECC trie s  to de fe nd the  le ga lity of a  buy-through progra n1.H5 AECC points  to

1998, Ch. 209. The  1998 Act provides  a  framework for e lectric compe tition, but it a lso a llows  the

8 Commis s ion to control whe the r compe tition is  a llowe d, unde r wha t te rms , a nd by whom. The

9 1998 Act pe rmits  compe tition only by "e le ctricity s upplie rs ",

1 0

11

who a re  re gula te d public se rvice

1 2 The  CC&Ns  of the  tra ditiona l e le ctric utilitie s  re ma in in e ffe ct, a nd the ir s e rvice  te rritorie s  a re

13 opened only

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

24

25

(same  for se rvice  a rea s  of public power entitie s ). The  buy-through proposa ls  do not comply with

the se  re quire me nts . The  buy-through provide rs  do not ha ve  e le ctricity supplie r ce rtifica te s , so

they a re  not pennitted to provide  se rvice . Nor have  the  buy-through provide rs  accepted regula ted

public se rvice  corpora tion s ta tus , a s  is  required by the  1998 Act. For example , because  e lectricity

s upplie rs  a re  public s e rvice  corpora tions , the y a re  re quire d to file  ta riffs  with the  Commis s ion.

ra te s  a nd cha rge s ). The  buy-through ra te s  (or "price s") would not be  ta riffe d. In short, the  buy-

through proposa ls  fa il to meet the  requirements  of the  1998 Act.

TEP 's  Ope ning Brie f a lso e xpla ins  how the  buy-through progra ms  viola te  the  "fa ir va lue "

requirement of the  Arizona  Constitution and the  Management Inte rfe rence  Doctrine .116 The  buy-

through proponents  have  not addressed these  issues in the ir opening brie fs . Further, the AP S  AG-

l Ta riff was agreed to by APS and was never challenged on appeal.

26

27 115 AECC Brie f a t 30-32.

116 TEP  Brie f a t 45-48.
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1

2 rooftop solar units". 117

3

4

5

6

AECC argues that the buy-through proposals "are similar to third-party providers of

But rooftop solar providers sell equipment, not electricity. Rooftop solar

leasing companies claim that is all they are doing, as well.  Perhaps that is a claim that this

Commission should investigate-but for the moment at least, solar leasing companies are being

treated as though they do not sell electricity.118

AECC also points to TEP's TORS and RCS programs.119 But these are regulated

7 programs offered by the regulated public service corporation. They are not  precedent  for

8 unregulated buy-through providers selling power to customers at untariffed and unregulated

9 prices.

x .1 0 Freeport's "Franchise Agreement" is neither legal nor wise.

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

Freeport argues that the Commission should unilaterally impose a franchise "agreement"

on TEP, to allow Freeport's affiliate Morenci Water & Electric ("MWE") to serve the Sierrita

mine in TEP's  service ter r itory. Freepor t  complains that ,  "TEP's approach to economic

development and sustainability has been lacking in both effort and originality."120 In reality, TEP

has worked hard to assist  Freepor t ,  and Freepor t  benefits  from numerous ra te advantages

supported by TEP and approved by the Commission.121 TEP has also proposed the EDR and is

open to other suggestions to promote economic development. Freeport complains that APS has

proposed a special high load factor rate and a special contract for them. But TEP has proposed a

special 138 kV rate for Freeport, and the record is devoid of any evidence that Freeport has asked

for a special contract from TEP.

21

22

23

24

25
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27

117 AECC Brief at 31 :22.
118 The Commission has previously determined that SolarCity Corporation was not a public
service corporation, basing its analysis on the Solar Service Agreements (SSA) formerly used by
SolarCity. Decision No. 71795 (July 12, 2010). The Commission has not examined the more
recent solar leasing model, and the Commission has not directly ruled on legal status of solar
leasing companies.
119 AECC Brief at 31:19-21.
120 AECC Brief at 29: 19-20.
121 See TEP Brief at 50.
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1

2

3

4
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6

7

Fre e port a rgue s  tha t its  fra nchis e  "a gre e me nt" would ins ula te  TEP  a nd its  cus tome rs  from

the  fixe d cos t impa cts  of a  closure  of S ie rrita .I22 But fixe d cos ts  a re  jus t tha t, fixe d, a nd the y don't

go a wa y jus t be ca us e  MWE ta ke s  ove r s e rvice  to S ie rrita . Fre e port ha s  not propos e d re a s s igning

thos e  fixe d cos ts  to othe r cus tom e rs . But tha t is  wha t s hould be  done  if the  fra nchis e  propos a l is

a pprove d ,  a s  the  los s  o f the  S ie rrita  b illing  de te rm ina nts  will be  known a nd  m e a s ura b le  if the

fra nchis e  propos a l is  a pprove d. This  ha rm  to  o the r cus tom e rs  is  a no the r re a s on  to  re je c t the

propos a l.

8 MWE's

9

La s tly, Fre e port a rgue s  tha t MWE holds  ACC a nd FERC ce rtifica te s .l23

ce rtifica te  is  a  tra ditiona l e le ctric CC&N, which re s tricts  MWE to s e rving its  de s igna te d s e rvice

10

11

12

13

14

is  not a uthorize d or a llowe d to se ll e le ctricity outs ide  of its  de s igna te d se rvice  a re a .

Fre e port offe rs  no a s s ura nce s  a t a ll tha t jobs  or e conomic a ctivity would be  ma inta ine d or

inc re a s e d  a t S ie rrita  if the  fra nch is e  p ropos a l is  a pprove d .124 TE P  d o e s  n o t  a g re e  to  th is

"a gre e m e nt",  a nd MWE ca nnot s e rve  in  TEP 's  ce rtifica te d a re a  without both TEP 's  cons e nt a nd

15

16

Commis s ion a pprova l.

The  Commiss ion ha s  othe r tools  a t ha nd if it be lie ve s  tha t Fre e port ne e ds  a s s is ta nce . Chie f

17

18

19

a m ong the m  is  the  re ve nue  a lloca tion. TEP  would  no t oppos e  m oving  the  re ve nue  a lloca tion

clos e r to cos t pa rity. Tha t would be  a  more  principle d a pproa ch tha n a pproving a  le ga lly doubtful

a nd e conomica lly unsound spe cia l de a l for Fre e port.

20 XI.

21

AECC's pr0p0_sed changes to the PPFAC should be rejected.

PPFAC "sharing" is risky and unsupported.A.

22

23

24

25

As  a  re gula te d utility, TEP  ca re fully ma na ge s  the  cos ts  of purcha s e d powe r a nd fue l for its

cus tome rs . TEP  follows  cons e rva tive  procure m e nt a nd he dging polic ie s . The s e  polic ie s  ha ve

be e n re vie we d by the  Com m is s ion S ta ff,  a nd TEP  tile s  upda te s  with  the  Com m is s ion whe ne ve r

the s e  polic ie s  cha nge . Unde r the  P P FAC, a ll purcha s e d powe r a nd fue l cos ts  a re  pa s s e d through

26

27
122 AECC Brie f a t 30.
123 AECC Brie f a t 30.
124 TEP  Brie f a t 51.
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1

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3 now supports  a  va ria tion of this  proposa l, with 80/20 "sha ring",

1 4

1 5

1 6

1 7

to cus tomers  without any profit margin. TEP 's  purchased power and fue l procurement is  des igned

to prude ntly he dge  forwa rd powe r a nd na tura l ga s  while  prote cting cus tome rs  from une xpe cte d

price  vola tility.

AECC would tum this  sens ible  sys tem on its  head. AECC a rgues  tha t "without risk, the re

is  little  incentive  for the  Company to keep power and fue l cos ts  down."I25 TEP s trongly objects  to

this  s ta te me nt. TEP  prude ntly e xe cute s  its  on-going fue l a nd purcha se d powe r procure me nt to

ke e p the se  cos ts  low, a nd TEP  s ta nds  by its  re cord in doing so. No pa rty ha s  pre se nte d e ve n a

shre d of e vide nce  to the  contra ry. No pa rty ha s  brought forwa rd a ny procure me nt pra ctice  tha t

should be  changed, any transaction tha t should or should not have  been comple ted, anything tha t

TEP could have  done  but did not. Moreover, TEP has  s trong incentives  to keep purchased power

and fuel costs as low as possible .

AECC's  pla n would ha ve  TEP  focus e d on profits , not cus tome rs . S urpris ingly, RUCO

as opposed to the  70/30 proposed

by AECC.126 But RUCO mere ly cite s  AECC's  witness  Mr. Higgins , and it offe rs  no new evidence

of its  own in support of this  risky proposa l.

The s e  "s ha ring" propos a ls  a re  not a bout ris k ma na ge me nt or he dging. Inde e d, AECC

witness Higgins admitted, his  "sharing" proposal increases TEP's  risk.127

1 8 AECC's  "sha ring" mechanism does  not measure  the  prudence  of TEP 's  procurement. As

1 9

20

2 1

22

23

Mr. Higgins  e xpla ine d, unde r his  propos a l, the  Commis s ion will a pprove  proje cte d purcha s e d

powe r a nd fue l cos ts  for 2017, if the  Compa ny be a ts  the  proje cte d cos ts , it ge ts  30% of the

"profits ", conve rse ly, if the  Compa ny's  cos ts  a re  highe r tha n the  proje ction, the  Compa ny mus t

absorb 30%.128 As TEP witness  Robey aptly expla ined, this  is  mere ly a  tes t of the  forecas t, not a

test of the  prudence of TEP's procurement transactions.l29

24

25

26

27

125 AECC Brie f a t 15.

1 2 6  R ic o  Brie f a t  2 2 -2 3 .
127 Tr. (Higgins ) a t 1043.

128 Tr. (Higgins ) a t 1045.

129 Ex. TEp-38 (Robes Rebuttal) at 7-9.
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1 0

11

1 2

1 3

Mr. Higgins  even suggests  tha t the  management of these  energy costs  a re not outs ide  the

Compa ny's  control.I30 In truth, a  ma jority of the  funda me nta l drive rs  in a  forwa rd proje ction of

fue l and purchase  cos ts  a re  in fact outs ide  the  Company's  control. This  includes  price  vola tility of

na tura l gas  and wholesa le  power, la rge  shifts  in customer usage  projections ,I31 inte rmittent output

of renewable  genera tion resources , as  well as  unforeseen acts  of na ture  tha t crea te  marke t events

that lead to unforeseen price spikes.132

As  Company witness  Robey expla ined, adjus tor plans  of adminis tra tion ("POA") ca re fully

take  into account the  degree  to which things  a re  and a re  not within a  utility's  control: "Each of the

pla ns  of a dminis tra tion cite d by Mr. Higgins  fe a ture  comple x de line a tions  be twe e n wha t is  a nd

wha t is  not within the  utilitie s ' control. For those  ite ms  de e me d not to be  in the  utilitie s ' control,

the re  a re  ba lancing components  crea ted to make  up for diffe rences  in actua l pe rformance  ve rsus

wha t wa s  orig ina lly proje cte d  in  the  fore ca s t."133 None  o f the  de ta ils  re ga rd ing  the s e

unpredictable  factors  within these  proposed sharing mechanisms were  ever addressed by AECC or

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

any other party to this  proceeding.

AECC ha s  only opine d on s o-ca lle d 'be ne fits ' of the ir propos e d s ha ring me cha nis m

without providing a ny s pe cific de ta ils  on how the  Compa ny's  P P FAC P OA would ne e d to be

modifie d. In a ctua lity, AECC's  propos a l would re quire  burde ns ome  a nnua l re gula tory re vie ws

tha t would necess ita te  s ignificant changes  to the  POA to address  a  number of forecas t mode ling

and regula tory ra te  complexitie s .134 Give n this  uns upporte d de ta il, AECC's  P P FAC s ha ring

mechanism should be  re jected.

In  s umma ry, AECC's  propos a l would  ma ke  TEP  try to  p la y the  ma rke t, ra the r tha n

continue  with its  prude nt, cons e rva tive  a nd Commis s ion-re vie we d procure me nt a nd he dging

23

24

25

26

27

130 EX. AECC-6 (Higgins Direct) at 39-40.
131 Freeport McMoran's  2016 announced mining curta ilments .
132 A number of his torica l events  have  re sulted in marke t anomalie s  tha t re sulted in unfore seen
price  spike s  (i.e ., re giona l fore s t tire s , re giona l tra nsmiss ion outa ge s , gulf coa s t hurrica ne s , a nd
extremely cold wea ther conditions  tha t disrupted na tura l gas  transporta tion ava ilability).
133 Ex. TEp-38 (Robby Rebutta l) a t 9.
134 EX. TEp-38 (Robes Rebuttal) at 9.
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1

2

3

4

policie s . In re a lity, AECC's  propos a l te s ts  the  fore ca s t, not the  wis dom or prude nce  of TEP 's

procurement. To a  la rge  extent, TEP 's  purchas ed power and fue l cos ts  a re  outs ide  of its  control.

Thes e  a re  cos ts  of s e rvice  tha t s hould be  pa s s ed through to cus tomers . AECC has  not provided

s ufficient de ta ils  about how this  ris ky and complex s cheme  would work. AECC's  propos a l s hould

5 be rejected.

6 B. The PPFAC's treatment of long-term sales should not be changed.

7

8

9

10

11

12

13

14

15

Re la te dly, AECC a rgue s  tha t the  P P FAC's  tre a tme nt of ma rgin on long-te nn off-s ys te m

s a les  s hould be  changed.135 Currently, the  margin from s hort-te rm off-s ys tem s a les  is  credited to

cus tomers  in the  PPFAC, while  long-te rm Sa le s  a re  accounted for in the  juris dictiona l a lloca tion.

AECC argues  tha t the  trea tment of long-te rm wholesa le  margin was  changed in the  las t ra te  case .

Tha t is  s imply wrong. The  ope ra tion of the  P P FAC did not cha nge  in the  la s t ra te  ca s e . In tha t

cas e , the  s e ttlement approved a  cla rifica tion tha t codified the  exis ting practice  of how the  PPFAC

worke d. The  cla rifica tion wa s  ba s e d on the  Fe de ra l Ene rgy Re gula tory Commis s ion ("FERC")

de finition of whole s a le  power trans actions  tha t dis tinguis hes  be tween s hort-te rm s a le s  and long-

term sa les . Long-term wholesa le  sa les  have  rece ived the  same trea tment s ince  the  inception of the

1 6

17

Company's PPFAC in 2008.136

AE CC a ls o  a rg u e s  th a t th e 2017 whole s a le  tra ns a c tion  with  Na vopa che  Ele c tric

18

19

21

22

Coopera tive  was  not dis closed in the  ra te  case  and no fixed genera tion cos ts  were  a lloca ted to the

Navopache  contract.l37 This  is  Ha t ou t wrong . In  fa c t,  in  TEP 's  Re butta l Te s timony, the

20 juris dictiona l a lloca tion de ma nd fa ctor wa s  re vis e d to include the  ne w long-te rm Na vopa che

contract.l38 This  was  then ca rried ove r into the  revenue  requirement approved in the  Se ttlement

Agreement. 139

23

24

25

26

27

135 AECC Brief at 16.
136 Ex. TEP-39 (Robey Rejoinder) a t 8.
137 AECC Brief at 16:11-21.
138 Ex. TEP-25 (Sheehan Rebutta l) a t Exhibit MES-R-1 (Jurisdictiona l Alloca tion Demand
Fa ctor).
139 Ex. TEP-3 (Settlement Agreement) a t Attachment A, page 3 of 5.

30



l l  1111-1

1 No cha nge  is  wa rra nte d for the  tre a tme nt of long-te nn off-s ys te m s a le s  in the  P P FAC.

2 Long-te rm s a le s  a re  FERC ju ris d ic tiona l tra ns a c tions  a nd  a re  a lre a dy a ddre s s e d  in  the

3 jurisdictiona l a lloca tion. The  jurisdictiona l a lloca tion spe cifica lly a lloca te s  a  pro-ra ta  sha re  of the

4 non-fue l re la te d cos ts  dire ctly to long-te rm whole sa le  contra ct cus tome rs . As  such, TEP 's  re ta il

5

6

7

8

cus tome rs  be ne fit from lowe r ove ra ll ra te s  due  to the  a lloca tion of fixe d ge ne ra ting cos ts  be ing

spre a d ove r a  la rge r cus tome r ba se . AECC's  proposa l re sults  in a symme trica l be ne fits  for la rge

indus tria l cus tomers . AECC's  propos a l only kicks  in if long-te nn whole s a le  s a le s  incre a s e . If

AECC's  proposa l were  symmetrica l, it would a lso account for reduced long-temi wholesa le  sa le s .

9 If long-te rm wholesa le  sa les  fa ll be tween ra te  cases-a  re a s ona ble  s ce na rio in this  we a k ma rke t-

1 0

11

1 2

1 3

the  jurisdictiona l a lloca tion will a s sume  tha t those  re ve nue s  a re  s till the re  to support those  fixe d

cos ts , but in rea lity the  revenues  will be  los t. AECC is  notably s ilent about this  scenario.

AECC's  proposa l is  one -s ided, unnecessa ry, and contra ry to how the  PPFAC has  worked

from inception. AECC's  proposa l should be  re jected.

1 4 XII. Oth e r  Is s u e s..

1 5 A. Pre pa y P ilo t P rogra m.

1 6

1 7

S ta ff ha s  con tinue d  to  s upport the  P re pa y p ilo t p rogra m a nd  ha s  s umma rize d  its

re comme nda tions  for the  progra m in its  initia l btie f.140 The  Compa ny a gre e s  with  S ta ffs

1 8 recommendations.

1 9

20

ACAA oppos e s  imple me nta tion of the  pilot progra m. De s pite  ACAA's  oppos ition to the

prepay program, Ms. Zwick acknowledged the  following while  on the  s tand:

2 1

22

23

Q. And would you agree  tha t if the  Commiss ion was  to approve  this  pilot program
tha t the  company, the  Commiss ion, and othe r s takeholde rs  will have  the  bene fit of
the  informa tion and expe rience  de rived from this  program to de te rmine  whe the r in
the  future  it should continue  or be  modified or e limina ted?

24

25
A. I would hope  so, a nd I would hope  tha t we  would be  a ble  to he lp pa rticipa te  in
the  criteria  tha t are  used.

26

27

140 staff Brief a t 29-30.
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l Q. Might the re  be  s ome  low income  cus tome rs  tha t pa rtic ipa te  in this  progra m tha t
thrive  with it a nd do not ha ve  a  de trime nt?

2

3 A. P oss ibly, a nd I gue ss  tha t's  wha t would be  inte re s ting to se 6.141

4

5

6

7

As  se t forth in the  re cord a nd TEP 's  Initia l Brie f, the re  a re  ma ny be ne fits  from the  P re pa y progra m

tha t ca n  be  confirm e d through the  p ilo t progra m . ACAA's  conce rns  s hould  not pre c lude  a  p ilo t

progra m tha t would colle ct S TEP -spe cific informa tion.

8 B. Deposits from Low-Income Customers.

9

10

11

12

13

ACAA re que s ts  tha t low-incom e  cus tom e rs  be  e xcus e d from  pa ying a  de pos it whe n the y

a re  de linque nt m ore  tha n twice  in  a  ye a r or ha ve  be e n dis conne c te d for s e rvice .  The  Com pa ny

c o n tin u e s  to  d is a g re e  th a t  lo w-in c o m e  c u s to m e rs  s h o u ld  b e  t re a te d  d iffe re n t ly th a n  o th e r

cus tom e rs  with  re s pe c t to  de pos its .  ACAA's  propos a l re ga rding de pos its  wa s  not a dopte d in  the

UNS  Electric ra te  ca se  and should not be  adopted he re .142

1 4 c. Au to -En ro llm e n t  o f Lo w-In c o m e  c u s to m e rs  in  a  Life lin e  Ta riff

15

16

ACAA ha s  re que s te d tha t the  Compa ny a utoma tica lly e nroll cus tome rs  who re ce ive  e ne rgy

a s s is ta nce  in  the  Life line  progra m . ACAA s ta te s  tha t the  Com pa ny s hould  re cove r the  cos ts  of

17 e n ro lling  a dd itiona l Life line  c us tom e rs  th rough  one  o f its  a d ju s to r m e c ha n is m s . l43 AC AA

18

19

20

21

22

23

re que s ts  a n im ple m e nta tion pla n, with input from  inte re s te d s ta ke holde rs ,  be  pre pa re d within 90

d a ys  o f ra te s  g o in g  in to  e ffe c t. Ne ithe r o f the s e  c onc e p ts  (a n  im p le m e n ta tion  p la n  no r the

re c o v e ry o f a u to -e n ro llm e n t c o s ts  th ro u g h  a n  a d ju s to r) we re  s e t  fo rth  in  te s tim o n y a n d  a re

ins uffic ie ntly de fine d to be  a pprove d now.

TEP  inte nds  to follow the  Commis s ion's  guida nce  in the  re ce nt UNS  Ele ctric  ra te  orde r, in

conjunction with UNS  Ele ctric , a nd will inve s tiga te  how to imple me nt a utoma tic  e nrollme nt.

24

25

26

27
141 S e e  Tr. (wick) a t 630-31 _
142 De cis ion No. 75697 (Augus t 18, 2016> a t 131-32, S e e  Tr. (Zwick) a t 636.
143 See ACAA Brief at 26-27.

32



1 D. Payment Centers.

2

3

4

5

6

7

8

9

10

12

13

14

15 their  own

16

In  its  Ope ning  Brie f, ACAA a s s e rts  tha t "In  2007 ALL the  ma jor u tilitie s  in  Arizona

including UNSE, UNSG and TEP, agreed to no longer accept payments  through payday lenders  ..

.,,144 Tha t s ta tement is  incorrect. In 2007, UNS Electric, UNS Gas  and TEP agreed to no longe r

a ctive ly promote  pa yda y le nding bus ine sse s  a s  pa yme nt ce nte rs  a nd to ide ntify othe r pa yme nt

loca tions . During the  2008 UNS  Ga s  Ra te  Ca s e  he a ring, it wa s  confine d tha t Wa l-Ma rt s tore s

we re  a cce pting pa yme nts  for UNS  Ga s .145 This  pa yme nt proce s s  wa s  a lso a va ila ble  for UNS

Ele ctric a nd TEp.146 Compa ny witne ss  Da vid Hutche ns  furthe r te s tifie d tha t the  Compa ny ha d

removed the  link to ACE Cash Expre ss  ("ACE") from the  Company's  webs ite  in re sponse  to Ms .

Zwick's  reques t.l47 The  se rvice  agreement with ACE executed in 2000, was  not renewed by the

Company in 2007.

The  Compa ny continue s  to honor its  commitme nt to not a ctive ly promote  ACE. This  is

a ccomplis he d by e xcluding the  link to ACE on its  we bs ite  a nd the  cus tome r's  bill a nd ha ving

othe r options  promote d through Cus tome r Se rvice  Re pre se nta tive s . Howe ve r, "non-a uthorize d"

pa yme nt loca tions , s uch a s  ACE, a re  a bunda nt a nd offe r bill pa y a s  a  s e rvice  to

customers, the  ones who choose to do business with them.

E .17 Ad d itio n a l Bill As s is ta n c e .

18

19

20

21

22

23

AC AA h a s  re q u e s te d  th a t  TE P  in c re a s e  its  s h a re h o ld e r c o n trib u tio n  fo r lo w-in c o m e

cus tom e r b ill a s s is ta nce  from  $150,000 to  $200,000 pe r ye a r. Th e  C o m p a n y h a s  b e e n  - a n d

in te n d s  to  c o n tin u e  - v o lu n ta rily fu n d in g  u tility b ill a s s is ta n c e  p ro g ra m s  u s in g  s h a re h o ld e r

contribu tions  o f $150 ,000  a nnua lly. Its  s is te r c om pa ny,  UNS  E le c tric  re c e n tly c om m itte d  to

c on tribu te  $50 ,000  a nnua lly fo r b ill a s s is ta nc e . The  Com pa ny be lie ve s  the s e  a m oun ts  a re

re a s o n a b le  a n d  is  c o m m itt in g  to  th is  fu n d in g  le v e l fo r a  fiv e -ye a r p e rio d ,  fo r a  to ta l o f $ 1

24

25

26

27

144 S e e  ACAA Brie f a t 28-29.
145 De cis ion No. 71623 (April 14, 2010> a t 64.
146 De cis ion No. 71623 (April 14, 2010) a t 64.
147 De cis ion No. 71623 (April 14, 2010> a t 64.
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1 mi11i0n.'4" ACAA agreed a t  hear ing tha t  the Commission cannot  order  a  ut ility to direct

shareholder funds to charitable contributions.1492

3 F. Environmental Cost Adjustor.

4

5

6

TEP is beset with the ever-increasing costs of complying with environmental mandates. Based on

current estimates of environmental compliance costs, the Environmental Cost Adjustor ("ECA")

will not  be able to keep up. TEP therefore proposes increasing the cap to 0.5% of annual

revenues. 1507

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

Staffs Opening Brief states that it is "opposed" to this change but does not say why.151

Staff" s unsupported objection should be rejected.

RUCO argues that the "Company has not shown that it  has been harmed by the under

collection of revenues."l52 RUCO's statement is very careiiully phrased. While the ECA has not

yet hit the cap, TEP's forecast of environmental costs shows that those costs will exceed the cap.

No party has disputed that forecast.

RUCO also argues that increasing the cap exposes ratepayers to more risk, and that the

ROE has not been adjusted for that risk.l53 But the risk is really caused by the environmental

mandates driving these costs up--ratepayers will bear those costs either in the ECA or in the next

rate case. The ECA smooths that out,  thus reducing the ratepayer 's r isk in practical terms.

Further, TEP's generation portfolio is likely more exposed to these environmental risks than the

average of the sample group used to set the ROE. While TEP is adjusting its generation portfolio

as quickly as feasible,  generation assets are long-tenn and TEP has lit t le choice about the

environmental costs it bears.2 1

2 2

23

24

25

26

27

148 See Tr. (Zwick) at 639.
149 See Tr. (Zwick) at 637.
150 TEP Brief at 54-55.
151 Staff Brief at 33.
152 RUCO Brief at 21:17-18.
153 Rico Brief at 21:18-20.
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XIII. Conclus ion.

TEP requests  tha t the  Commiss ion approve  the  re lie f requested in its  Initia l Post-Hearing

Brie f.

RES P ECTFULLY S UBMITTED this  14"' da y of Nove mbe r, 2016.

Tucson Electric Power Company

By
Bra dle y S . Ca rroll
Tucson Electric Power Company
88 Ea s t Broa dwa y, MS  HQE9l0
P .O. Box 71 l
Tucson, Arizona  85702

and

Michae l W. Pa tten
Timothy J . Sabo
Jason D. Gellman
S ne ll & Wilme r L.L.P .
One  Arizona  Center
400 East Van Buren Street
Phoenix, Arizona  85004

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

Z1

2 2

2 3

2 4

2 5

2 6

2 7

Attorneys  for Tucson Electric Power Company
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1
Origina l and 13 copies  of the  foregoing
filed this  14"" day of November 2016, with:

2

3

4

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

5 Copies  of the  foregoing hand-de livered/mailed/e -mailed
this  14"' day of November 2016, to:

6

7

8

9

Jane Rodder,
Adminis tra tive  Law Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
400 West Congress
Tucson, Arizona  857011 0

11

1 2

13

Robin Mitche ll
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

1 4

1 5

1 6

Thomas  Brode rick, Director
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

1 7

1 8

1 9

Danie l W. Pozefsky, Chie f Counse l
RUCO
1110 West Washington, Suite  220
Phoenix, Arizona  85007

20

2 1

22

23

Barbara  LaWa11, Pima County Attorney
Charles  Wesse lhoft, Deputy County Attorney
P ima  County Attorne ys ' Office
32 North Stone  Ave ., Suite  2100
Tucson, Arizona  85701
Char1es.Wesselhoft@pcao.pima.gov

24 Consented To Service BV Email

25

26

27
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1

2

3

C. Webb Crocke tt
P a trick Bla ck
Fennemore  Craig, PC
2394 East Camelback Road, Suite  600
Phoenix, Arizona  85016
wcrocke tt@fcla w.com
pb1ack@fclaw.com

4

5

6

Consented To Service By Email

7

8

9

1 0

Ke vin Higgins
Energy S tra tegies , LLC
215 South State  Street, Suite  200
Sa lt Lake  City, Utah 84111

11

1 2

Nichola s  J . Enoch
Jarrett J . Haskovec
Emily A. Torna be ne
Lubin & Enoch, P C
349 North Fourth Avenue
Phoenix, Arizona  85003

Lawrence  V. Robertson, J r.
P .O. Box 1448
Tubac, Arizona  85646

Meghan H. Grave l
Osborn Maladon, PA
2929 North Centra l Avenue
Phoenix, Arizona  85012
mgrabel@om1aw.com
Consented To Service By Email

Gary Yaquinto, P res ident & CEO
Arizona  Inve s tme nt Council
2100 North Centra l Avenue , Suite  210
Phoenix, Arizona  85004
gyaquinto@arizonaa ic.org
Consented To Service BV Email

Timothy M. Hoga n
Arizona  Cente r for Law in the  Public Inte re s t
202 E. McDowell Road, Suite  153
Phoenix, Arizona  85004
thogan@aclpi.org

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

27 .
Consented To Service Bv Email
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1

2

Rick Gillia m
Director of Research and Ana lys is
The  Vote  Sola r Initia tive
1120 Pearl Street, Suite  200
Boulder, Colorado 80302
rick@vote sola r.org

3

4 Consented To Service By Email

5

6

Briana  Kobor, P rogram Director
Vote  Sola r
360 22"d Street, Suite  730
Oakland, CA 94612
briana@voteso1ar.or0

7

8

9

10

11

12

Consented To Service By Email.

Micha e l Ala n Hia tt
Ka tie  Ditte lbe rge r
Ea rthjus tice
633 17"' Street, Suite  1600
Denver, Colorado 80202
mhia tt@earthjus tice .org
kditt1eberger@earthjustice .org
Consented To Service By Email

Cra ig A. Ma rks
Cra ig A. Ma rks , P LC
10645 n. Ta tum Blvd., Suite  200-676
Phoenix, Arizona  85028
cra ig.marks@azbar.org
Consented To Service By Email

Pa t Quinn
President and Managing Partner
Arizona  Utility Ra te pa ye r Allia nce
5521 E. Cholla  Stree t
Scottsda le , Arizona  85254

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Kun J . Boe hm
Jody Kylen Cohn
Boe hm, Kurtz & Lowry
36 E. Seventh Street, Suite  1510
Cincinna ti, OH 45202

The  Kroge r Co.
Attn: Corpora te  Energy Manager (G09)
1014 Vine  Stree t
Cincinna ti, OH 45202
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1

2

Stephen J. Baron
J. Kennedy & Associa tes
570 Colonia l Park Dr., Suite  305
Roswe ll, GA 300753

4 Tra vis  Ritchie
Sie rra  Club Environmenta l Law Program
2101 Webster Street, Suite  1300
Oakland, Ca lifornia  94612
Travis .ritchie@sie rraclub.org
Cons ented To Service  By Email

Court S . Rich
Rose  Law Group pp
7144 E. Ste tson Dr., Suite  300
Scottsda le , AZ 85251
crich@rose1awgroup.com

5

6

7

8

9

10

11

12

Cons ented To Service  By Email

Jeffrey Shinder
Constantine  Cannon LLP
335 Madison Avenue, am Floor
Ne w York, NY 10017

13

14

15

16

17

18

19

20

Richa rd O. Le vine
Constantine  Cannon LLP
1001 Pennsylvania  Ave , NW
Suite  1300 North
Washington, DC 20004

Thomas  A. Loquvam
Pinnacle  West Capita l Corpora tion
P.O. Box 53999, MS 8695
Phoenix, AZ 85072
thomas.loquva1n@pinnac1ewest.com
Consented To Service By Email

Ke rri A. Ca me s
Arizona  Public Se rvice  Company
P.O. Box 53072, MS 9712
Phoenix, AZ 85072-3999
Kerri.Cames@aps.corn

21

22

23

24

25

26

27

Consented To Service Bv Email
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1

2

Tom Harris , Cha irman
Arizona  Sola r Energy Industrie s  Associa tion
2122 W. Lone  Cactus Dr., Suite  2
Phoenix, AZ 85027
Tom.harris@arise ia .org3

4
Consented To Service By Email

Scott Wakefie ld
Hie nton & Curry, P LLC
5045 N 12th Street, Suite  110
Phoenix, Arizona  85014-3302

5

6

7

8

9

10

11

Steve Chriss
Wal-Mart S tore s , Inc.
2011 S.E. 10th Street
Be ntonville , Arka nsa s  72716

12

Ke n Wils on
Western Resource Advocates
2260 Baseline  Road, Suite  200
Boulder, Colorado 80302

Jeff Schlegel
SWEEP Arizona Representa tive
1167 W. Samalayuca  Dr.
Tucson, Arizona  85704-3224

Elle n Zucke nna n
SWEEP Senior Associate
4231 E. Ca ta lina  Dr.
Phoenix, Arizona  85018

13

14

15

16

17

18

19

20

21

22

Cynthia  Zwick
Arizona  Community Action Associa tion
2700 North 3rd Street, Suite  3040
Phoenix, Arizona  85004

23

24

Ke vin He nge hold
Arizona  Community Action Associa tion
2700 N 3rd St., Suite  3040
P hoe nix, Arizona  85004

25

26

27

Brya n Lovitt
3301 West Cinnamon Drive
Tucson, Arizona  85741
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1
Ke vin M. Koch
P.O. Box 42103
Tucson, Arizona  85733

2

3

4

Ka re n White
139 Ba s e s  Drive
Suite  1
Tynda ll Air Force  Base , Florida  3240 l
ka ren.white . l3@us .a f.mil5

6 Consented To Service By Email

7 Kyle  J . S mith
9275 Guns ton Roa d (J ALS  RL/IP )
S uite  1300
Fort Be lvoir, Virginia  22060
kyle .j.s mith124.civ@ ma i1.mil

8

9

10

11

Cons ented  To Service  By Em_ail

1 2

Je ffrey W. Crocke tt
Crocke tt La w Group PLLC
2198 E. Camelback Road, Suite  305
Phoenix, Arizona  85016

13

14 Bruce  P le nk
2958 N. S t. Augus tine  P la ce
Tucs on, Arizona  85712
bple nk@ igc.org

15

16 Co n s e n te d  To  S e rvic e  By Em a il

Ga rry D. Ha ys
La w Office s  of Ga rry D. Ha ys , P C
2198 E. Ca me lba ck Roa d, S uite  305
P hoe nix, Arizona  85016

17

18

19

20

21

22

Gre g P a tte rs on
Munge r Cha dwick
916 We s t Ada ms , S uite  3
P hoe nix, Arizona  85007

23

24

Ca mila  Ala rcon
Ga n ma ge  & Burnha m, P LC
Two N. Ce ntra l Ave ., 15th Floor
P hoe nix, Arizona  85004
ca la rcon@ gbla w.com

25

26

27

Consented To Service BV Email
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Miche le  L. Van Qua them
La w Office  of Miche le  Va n Qua the m, PLLC
7600 n. 15"' S t., Suite  150-30
Phoenix, Arizona  85020
mvq@mvqla w.com
Consented To Service By Email
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